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HEALTH SERVICES AND DEVELOPMENT AGENCY MEETING

AUGUST 28, 2013
APPLICATION SUMMARY

NAME OF PROJECT: Blount Memorial Hospital, Incorporated

PROJECT NUMBER: CN1305-015

ADDRESS: 266 Joule Street
Alcoa (Blount County), Tennessee 37701

LEGAL OWNER: Blount Memorial Hospital
907 E. Lamar Alexander Parkway
Maryville (Blount County), Tennessee 37804

OPERATING ENTITY: Not Applicable

CONTACT PERSON: Jane Nelson
(865) 981-2310

DATE FILED: May 7, 2013
PROJECT COST: $2,214,216
FINANCING: Cash Reserves

PURPOSE OF REVIEW: Relocation of a Magnetic Resonance Imaging (MRI)
System

DESCRIPTION:

This application is for the relocation of the MRI service only because the
replacement of existing equipment that improves the quality or cost effectiveness
is permitted under TCA § 68-11-1607. This relocation would consolidate most
diagnostic outpatient services at one site including MRI and CT. The MRI
scanner is one of three operated in Blount County and the only one in Alcoa.

Blount Memorial Hospital in Maryville, Tennessee is seeking approval to
relocate the existing outpatient MRI scanner it operates in Alcoa (Blount
County), TN from Springbrook Health Center, 220 Associates Boulevard to the
East TN Medical Group (ETMG) building it owns at 266 Joule Street, a distance
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of 1.6 miles. Historical information regarding both sites is provided on page 3 of

the staff summary.

If the relocation is approved, the existing 1.5T MRI at the Springbrook Health
Center will be removed and Blount Memorial will surrender its CON to provide
services at that site. A new 3T MRI system will be purchased and installed in
renovated space at the ETMG site. MRI services are projected to be available in
June 2014.

SERVICE SPECIFIC CRITERIA AND STANDARD REVIEW

CONSTRUCTION, RENOVATION, EXPANSION, AND REPLACEMENT OF
HEALTH CARE INSTITUTIONS

The following apply:

For relocation or replacement of an existing licensed health care institution:
a. The applicant should provide plans which include costs for both
renovation and relocation, demonstrating the strengths and
weaknesses of each alternative.

The applicant considered the following options:

¢ Upgrade MRI scanner at Springbrook-Upgrading the current 1.5T MRI
would cost $700,000 and would not result in an increase in bore size or
table weight capacity. Diagnostic services would not be consolidated.

* Move existing MRI service to ETMG site- This would consolidate all
diagnostic equipment at one location which would avoid the duplication
of radiology staff since the applicant would not staff two (2) separate sites.
It would not increase MRI bore size or table weight capacity.

* Relocate MRI service and upgrade scanner-Upgrading to a 3T wider bore
scanner would permit obese (up to 500 Ibs.) and claustrophobic patients to
be scanned. The relocation would permit consolidation of diagnostic
services which would decrease costs in supplies and staffing by three (3)
positions. Cost savings are estimated to be $375,421 in Year One and
$212,450 in Year Two. Page 9 of the original application provides more
detail.

It appears that this criterion has been met.
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b. The applicant should demonstrate that there is an acceptable existing
or projected future demand for the proposed project.

The applicant reports the following:

s Springbrook MRI Historical utilization - 2010-2,385 procedures; 2011-
2,370 procedures; 2012-2,493 procedures

e Projected MRI utilization at ETMG: Year One- 2,543 procedures; Year
Two- 2,594 '

[t appears that this criterion has been met.

Summary:
The applicant proposes to move their existing MRI unit from their

“Springbrook” location at 220 Associate Boulevard, Alcoa (Blount County), TN.
The Springbrook location includes Outpatient Rehabilitation Services, an
Occupational Medicine Clinic, a Family Practice Clinic, a Pediatric Practice and a
Wellness Facility. The new proposed MRI site referred to as the “East Tennessee
Medical Group” (ETMG) location is at 266 Joule Street, Alcoa (Blount County),
TN. The site is owned by Blount Memorial Hospital and contains a physician
practice of thirty-eight physicians, a walk-in clinic and existing CT, Ultrasound,
Nuclear Medicine and x-ray equipment. The group currently includes the
following specialties: Family Practice, Internal Medicine, Gynecology,
Pulmonary, Neurology, Cardiology, Rheumatology, Oncology, General Surgery
and Vascular Surgery.

Historical fnformation
On October 26, 2012 Blount Memorial Hospital purchased the Joule Street
building owned by physicians of the East Tennessee Medical Group, P.C.

The physician’s group had previously filed a Certificate of Need application
(CN0910-051D) for the initiation of MRI services and the acquisition of a 1.5T
MRI to be located at 266 Joule Street, Alcoa (Blount County) that was heard at the
March 24, 2010 Agency meeting. The application was denied by the agency
because it did not meet statutory criteria. At that time, Blount County MRI
providers were operating at 125.6% of the Guidelines for Growth utilization
standard of 2,200 procedures per year. In 2008, a total of 8,291 MRI procedures
were provided in Blount County. Note to Agency Members: The HSDA Medical
Equipment Registry indicates there were 8,605 MRI procedures provided in Blount
County in 2012.

Blount Memorial Hospital
CN1305-015
August 28, 2013
PAGE 3



4
Need
Blount Memorial Hospital indicates the MRI should be relocated for the
following reasons:

* Blount Memorial Hospital offers bariatric surgery as part of the hospital’s
weight management program and needs the increase in table capacity
from 350 Ibs. to 500 Ibs. provided by the 3T MRI for MRI patient scans.
The applicant sends approximately seven patients per month to other MRI
providers due to the existing MRI weight limits

* The proposed 3T MRI system offers the latest technology available and
increases the bore size from 60 cm to 70 cm for claustrophobic patients.
The applicant sends approximately eight patients per month to other sites
due to claustrophobia.

* The new scanner includes lighting within the bore and patient cooling for
patient comfort

Ownership

Blount Memorial Hospital is a not-for-profit acute care hospital owned by Blount
County, Tennessee chartered in 1946. The hospital is self-managed and is not
part of a health network or health alliance.

Facility Information
» The total square footage of the MRI space, the control room, and the
renovated waiting area is 882 square feet. A floor plan drawing is
included in Attachment B.IV. —Floor Plan.
* The clinic’s operating hours at the relocated site will be 8:00 am to 5:00
pm., Monday-Friday.

Equipment
Blount Memorial Hospital intends to purchase a FDA (Food and Drug

Administration) approved GE Discovery MR750w 3T MRI scanner from GE
Healthcare at a cost of $1,747,195. The expected useful life is eight years.

If approved, the existing 1.5T MRI will be returned to the manufacturer. The cost
of removing the MRI from the current Springbrook location is $42,000. The
advantages of a 3T MRI include:

 Higher field strength and improved image quality
» Faster scan time and improved contrast
e Fewer referrals to Knoxville for use of 3T wide bore MRI services.
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Service Area Demographics
Blount Memorial Hospital’s declared service area is Blount County.

e The total population of Blount County is estimated at 126,809 residents in
calendar year (CY) 2013 increasing by approximately 5.2% to 133,389
residents in CY 2017.

e The overall statewide population is projected to grow by 3.7% from 2013
to 2017.

e The latest 2013 percentage of the Blount County population enrolled in
the TennCare program is approximately 14.6%, as compared to the
statewide enrollment proportion of 18.4%.

Historical and Projected Utilization
The utilization table below reflects the following;:

e There was a +4.5 increase in MRI utilization at Blount Memorial from 2010

to 2012
Blount County Hospital
Springbrook Diagnostic Center
Historical and Projected MRI Utilization
4 of 2010 | 2011 | 2012 | Standard | % Change | Year Year
Provider , Met 2010-2012 One Two
MRI’s
2012
Blount Memorial 1 2,385 | 2,370 | 2,493 No +4.5% 2,543 2,594
Hospital
Springbrook ODC

Source: Medical Equipment Registry
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Blount County

Historical MRI Utilization

~2010-2012
Facility Provider | Number | Proc Proc. | Proc. | %
Type of Units | 2010 2011 2012 change

2010-
12012

Blount Memorial H 1 5,287 | 5,551 | 5257 | -5%

| Hospital

Blount Memorial | HODC 1 2,385 | 2,370 | 2,493 | +4.5%

Springbrook

Diagnostic

Center

OrthoTennessee PO 1 835 932 855 | +2.4%

Imaging/Maryvi

lle Orthopaedic |

Area Average 3 8,507 | 8,853 | 8,605 | +1.2%

Source: HSDA EquzpmentRegzstnj .

The above utilization table reflects the following:
e MRI utilization in Blount County has relatively remained stable from 2010
to 2012

Referrals
Based on historical patterns, the applicant expects the majority of MRI referrals
in Year One from the following specialties:

* 35.4%, or 899 referrals will come from Family Practice
o 21.4%, or 545 referrals from Internal Medicine

e 19.2%, or 487 referrals from Neurology

e 10.4% , or 265 referrals from Orthopedics

Staffing
The staffing pattern will be unchanged at the new proposed location. The

applicant’s proposed direct patient care staffing in Year One includes the
following;:

e One (1) FTE MRI Technologist and

e .5 FTE Technologist Aide, and a

e 5 FTE Patient Access Associate

Medicare/TennCare Payor Mix
* TennCare- Charges will equal $147,376 in Year One representing 7.7% of

total net revenue
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e Medicare- Charges will equal $548,583 in Year One representing 28.6% of

total net revenue

Projected Data Chart

The applicant projects $7,679,860.00 in total gross revenue on 2,543 MRI
procedures during the first year of operation and $8,132,190 on 2,594 MRI
procedures in Year Two (approximately $3,133 per procedure). The Projected
Data Chart reflects the following;:

e Net operating income less capital expenditures for the applicant will equal
$1,193,833 in Year One decreasing to $903,965 in Year Two.

Net operating revenue after bad debt, charity care, and contractual
adjustments is expected to reach $1,789,082 or approximately 22% of total
gross revenue in Year Two.

Charity care at approximately 5.3% of total gross revenue in Year One and
5.5% in Year Two equaling to $403,193 and $444,018, respectively.

Charity Care calculates to 133.5 procedures per year.

Charges
In Year One of the proposed project, the average MRI charges are as follows:

e The proposed average gross MRI charge is $3,020/procedure in 2014
(increase of $23 from the 2012 charge)

e The average deduction is $2,265/procedure, producing an average net
medical imaging charge of $755/ procedure.

The average gross charge per procedure for MRI at the four existing MRI
providers in Blount County is presented in the table on the following page.

Average MRI Charges/Procedure

Source: HSDA Equipment Reg_lstry_
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- ~ Blount County 2012 i B -
Facility Provider | Number of Total Total Gross | Gross Charge
Type Units Procedures Charges per Procedure |

Blount Memorial H 1 5,257 $15,758,140 $2,998
Hospital
Blount Memorial HODC 1 2,493 $7,471,521 $2,997
Springbrook
Diagnostic Center -
OrthoTennessee | PO 1 | 85 820,214 $959
Imaging/Maryville

| Orthopaedic
Area Average  |[IIEE 3 | 8605 | $24,049.875 $2,795
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State of Tennessee
Gross Charges per Procedure/Treatment

By Quartiles
YEAR = 2012 o - -
’>Equipment Type |  1st Quartile Median 1 3rd Quartile
MRI [ $888.00  $1735 | $2681

‘Source: HSDA Equipmen t Registry

e As reflected in the table above, the applicant’s proposed average gross
MRI charge of $3,020 in 2014 is above the 34 quartile 2012 statewide
average charge of $2,681.

Historical Data Chart
» Blount Memorial Hospital reported a net operating income of $1,456,751
in its 2012 fiscal year period, a margin of approximately 20.8% of gross
operating revenues
* Gross Operating Revenue was reported as $6,198,868 in 2010, $6,401,918 in
2011 and $6,987,879 in 2012.

Project Cost
Major costs are:

e Equipment, $1,747,195, or 78.9% of the total cost

e Construction, $291,083 or 15.6% of total cost

* For other details on Project Cost, see the Project Cost Chart on page 19a of
the application

The cost for the renovated area is $469 per square foot. As reflected in the table
below, the renovated construction cost is above the 3¢ quartile of $249 per
square foot of statewide hospital renovated construction projects from 2010 to
2012.
Statewide
Hospital Construction Cost Per Square Foot
Years 2010-2012

‘—' s R U Renovated New Total
: Construction Construction construction
| 1st Quartile $99/sq. ft. $235/sq. ft. $168/sq. ft.
Median $178/sq. ft. $260/sq. ft.  $235/sq. ft. |
' 3rd Quartile | $249/sq.ft. |  $308/sq. ft. $275/sq. ft.

Blount Memorial Hospital
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Financing
A May 1, 2013 letter from Blount Memorial Hospital Assistant Administrator and

Chief Financial Officer David Avriett attests that the applicant has sufficient cash
assets to implement the project.

The applicant’s audited financial statements for the period ending June 30, 2012
indicates $4,480,033 in cash and cash equivalents, total current assets of
$28,185,497, total current liabilities of $21,580,692 and a current ratio of 1.30:1.
Source: http:/fwww.comptroller.tn.gov/repository/CA/2012/571-2012-

Blount % 20Hospital-rpt-cpal00.pdf

Current ratio is a measure of liquidity and is the ratio of current assets to current
liabilities which measures the ability of an entity to cover its current liabilities
with its existing current assets. A ratio of 1:1 would be required to have the
minimum amount of assets needed to cover current liabilities.

Licensure/Accreditation

Blount Memorial Hospital is licensed by the Tennessee Department of Health
and Joint Commission accredited with a Certificate of Distinction for Stroke. The
Joint Commission accreditation is effective until October 27, 2015.

Corporate documentation, real estate lease, and detailed demographic information are on
file at the Agency office and will be available at the Agency meeting.

Should the Agency vote to approve this project, the CON would expire in three
years.

CERTIFICATE OF NEED INFORMATION FOR THE APPLICANT

There are no other Letters of Intent, denied or pending applications, or
outstanding Certificates of Need for this applicant.

CERTIFICATE OF NEED INFORMATION FOR OTHER SERVICE AREA
FACILITIES:

There are no other Letters of Intent, pending applications, or outstanding
Certificates of Need for other health care organizations in the service area
proposing this type of service.

Denied Applications

East Tennessee Medical Group, P.C., CN0910-051D, had an application denied
at the March 24, 2010 Agency meeting for the initiation of magnetic resonance
imaging (MRI) services and acquisition of a 1.5T wide-bore magnetic resonance
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imaging (MRI) scanner to be located at 266 Joule Street, Alcoa (Blount County),

TN 37203. The estimated project cost was $3,047,664.00. Reason for Denial: The
application was denied by the agency because it did not meet statutory criteria.

PLEASE REFER TO THE REPORT BY THE DEPARTMENT OF HEALTH,
DIVISION OF HEALTH STATISTICS, FOR A DETAILED ANALYSIS OF
THE STATUTORY CRITERIA OF NEED, ECONOMIC FEASIBILITY, AND
CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTH CARE
IN THE AREA FOR THIS PROJECT. THAT REPORT IS ATTACHED TO
THIS SUMMARY IMMEDIATELY FOLLOWING THE COLOR DIVIDER
PAGE.

PME
8/3/13
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LETTER OF INTENT



LETTER OF INTENT s e Oy
ENT AGENGY 16

TENNESSEE HEALTH SERVICES AND DEVELOPM

The Publication of Intent is to be published in the IThe Daily Times which is a newspaper
(Name of Newspaper) ; Y ]
of general circulation in lBlount County —l Tennessee, on or before Way'S. - | 2d13- |
(County) (Month [ day) (Year)
for one day.
S I AN S R R TS ST 2 T T = T R T S A NS TS T I ST T S T T

This is to provide official notice to the Health Services and Development Agency and all interested parties, in
accordance with T.C.A. § 68-11-1801 et seq., and the Rules of the Health Services and Development Agency,
[Blount Memorial Hospital, Incorporated | [EHospital i iSRRI
(Name UprP“P_avnt_‘!__ = _— S : (Facility TYPE-EX(S‘_!!‘!Q_)_ - ——
owned by: (Blount Memorial Hospital, Incorporated| ith an ownership type of [no-for-profit corporation
and to be managed by:|Blount Memorial Hospital ]intends to file an application for a Certificate of Need
for [PROJECT DESCRIPTION BEGINS HERE]:
lount Memorial Hospital is seeking approval lo upgrade (ts existing MRI hal serves outpatients and relocate it from Blount Memb_ﬂa_l'ﬁ.gﬁfﬂl?_fb He:

As § Blyd:i Alcoa, TN to Blount Memorial's East TN Medical Group site located af 268 Joule Streal, Alcaa, TN, 37701, which mile
axisting MRI will be replacad with a 3-T system thal provides the Iates tachnology available, and provides an increase in Ihe bore size from 80’ ‘and Increnses
fable welght ca ity from 350 pounds to 500 pounds. Moving the MRI to Blount Memorial's East TN Medical Group location we achieve greater efficiency In operation by
located st the site. The total cost of tha project including removal of the existing MRI, the purch rica of it RIfandisl
el |

combining it with other diagn Q.-

bining it it el
renovation at the Bloun{ Memordal East TN

fal East TN Medical Group site 1o accomodate the new MRI, including CON fee Is expected lo be $2.214 216,

Wednesday, May 8] o913

The anticipated date of filing the anplication is:

| [Rssistant Administiato

The contact person for this project is Jane Nelson

: — (Contact Nams) . _ _— . s _ {'_I‘.il_ia_) —
who may be reached at: [Blount Memoarial Hospital | BG?HE- Lamafmexandeﬂpéffwayl
s (Company Name) . FAﬂdrcsss) A —
Maryville aEh TN 37804 | (8659812810 |
(Ciy) (Gale) (Z1p Code) (Atea Code / Phone Number)
| Nl eelSgx ) | [April30,2013] Som.
(Slgnature) {Uata]

SR RS S AT T A BT R R S R T O BT S D s T = e D e oT & T
The Letterdf Intent must be filed in_triplicate and received between the first and the tenth day of the month. If the
last day for filing is a Saturday, Sunday or State Holiday, filing must occur on the preceding business day. File
this form at the following address:

Health Services and Development Agency
The Frost Building, Third Floor
161 Rosa L. Parks Boulevard
Nashville, Tennessee 37243

T S BTl B W Rl A B Bt o B W LS A B R oF S W o L e B SN i WL DL W G R e . Vi el

The published Letler of Intent must contain the following statement pursuant to T.C.A. § 68-11-1607(c)(1). (A} Any health
care institution wishing to oppose a Certificate of Need application must file a wiitten notice with the Health Services and
Development Agency no later than fifteen (15) days before the regularly scheduled Health Services and Development
Agency meeting at which the application is originally scheduled; and (B) Any other person wishing to oppose the
application must file written objection with the Health Services and Development Agency at or prior to the consideration of

the application by the Agenc
= ':.'RP—_r'_r E X 1.—_-9_:".')/." Ll R R e I A T M T - - N T T IR B N B S B Ty P o

HF51 (Revised 01/09/2013 — all forms prior to this date are obsolete)
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Section A:

Section A, Item 3:
Response: _ ' _
Blount Memorial Hospital’s Charter of Incorporation is contained in

Appendix A-3.

Section A, Item 4:

Response: :
Blount Memorial Hospital, Incorporated, will own and operate the proposed

re-located and upgraded MRI. There is no other ownership involved with
the proposed upgraded MRI.

Section A, Item 6:

Response:
The Warranty Deed for the property at 266 Joule Street, Alcoa, TN 37701

(the proposed re-location for the MRI), is contained in Appendix A-6. The
Corporate Charter is provided in Appendix A-3.

Section A, Item 13:
Response:
Blount Memorial Hospital participates in all TennCare MCO’s that operate
in our service area including:
Blue Cross/Blue Care
Cover TN
Cover TN for Kids
TennCare Select
United Healthcare’s Community Health Plan

While we don’t participate in plans that operate outside our service area,
we have negotiated single case agreements with the applicable M(?O when
we have provided service for TennCare recipients who reside outside our

service area.
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1. Name of Facility, Agency, or Institution

Blount Memorial Hospital, Incomoﬁﬁfmﬂv 2 AM. 9 04

Name

266 Joule Street Blount

Street or Route County

IA_icoa 4' TN [37701 |
City State Zip Code

2. Contact Person Available for Responses to Questions

Jane Nelson _ _ Assistant Administrator
Name Title

|Blount Memorial Hospital | [UNelson@bmnet.com |
Company Name Email address

1907 E. Lamar Alexander Parkway | IMaryville | TN | [37804 |
Street or Route City State Zip Code
[Employee : | 1865-981-2310 | |865-981-2333 il
Association with Owner Phone Number Fax Number

3. Owner of the Facility, Agency or Institution

[Blount Memorial Hospital, Incorporated | |865-981-2310 ]
Name Phone Number

[907 E. Lamar Alexander Parkway | [Blount |
Street or Route County

[Maryville ] [IN | [37804 A
City State Zip Code

4. Type of Ownership of Control (Check One)

A.  Sole Proprietorship F.  Government (State of TN or

B. Partnership . G, Political Subdivision) il
C. Limited Partnership 5 Joint Venture

2 Corporat!on (For Profit) . " Limited Liability Company

E. Corporation (Not-for-Profit) Y . Other (Specify)

I I

PUT ALL ATTACHMENTS AT THE BACK OF THE APPLICATION IN ORDER AND
REFERENCE THE APPLICABLE ITEM NUMBER ON ALL ATTACHMENTS.
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Name of Management/Operating Entity (If Applicable)

[Not Applicable |
Name

L I I

Street or Route County

2 | ] | I ’
City State Zip Code

PUT ALL ATTACHMENTS AT THE END OF THE APPLICATION IN ORDER AND
REFERENCE THE APPLICABLE ITEM NUMBER ON ALL ATTACHMENTS.

Legal Interest in the Site of the Institution (Check One)

A.  Ownership D. Option to Lease
B.  Option to Purchase E. Other (Specify) | |
C. Leaseof[___ ]Years

i

PUT ALL ATTACHMENTS AT THE BACK OF THE APPLICATION IN ORDER AND
REFERENCE THE APPLICABLE ITEM NUMBER ON ALL ATTACHMENTS.

Type of Institution (Check as appropriate--more than one response may apply)

A. Hospital (Specify)[Acdtecareraciily] [/ ] I.  Nursing Home [

B.  Ambulatory Surgical Treatment J.  Outpatient Diagnostic Center [__]
Center (ASTC), Multi-Specialty [T] K. Recuperation Center il

C. ASTC, Single Specialty [ L. Rehabilitation Facility Ji ]

D. Home Health Agency [ M. Residential Hospice =

E. Hospice 1 N. Non-Residential Methadone

F.  Mental Health Hospital EE Facility [

G. Mental Health Residential O. Birthing Center B
Treatment Facility 1 P. Other Outpatient Facility

H.  Mental Retardation Institutional (Specify) fre-location of outpatient Mr1 | [/ ]
Habilitation Facility (ICF/MR) [T1 Q. Other (Specify) | | ]

Purpose of Review (Check) as appropriate--more than one response may apply)

A.  New Institution [1 G. Changein Bed Complement
B.  Replacement/Existing Facility [ | [Please note the type of change
C.  Modification/Existing Facility EEET by underlining the appropriate
D. Initiation of Health Care response: Increase, Decrease,
Service as defined in TCA g Designation, Distribution,
68-11-1607(4) Conversion, Relocation]

H. Change of Location
Other (Specify) /
|Replacement of outpatient MRI a- ret location

(Specify) |
Discontinuance of OB Services
Acquisition of Equipment

il

14N

« | U
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9. Bed Complement Data
Please indicate current and proposed distribution and certification of facility beds.
' \ ZD ﬂ%}rpenngeds Staffed Beds geotLAaL_t
'L\m ﬂ“ - Licensed *CON Beds Proposed  Completion
A.  Medical i s [ i O i
B. Surgical B 1 B/ [C—T3 [T .
C. Long-Term Care Hospital [ 1 | | C | ] s
D. Obstetrical /1 | ] 1 | 5| [
E. ICU/CCU B] | | 7 ] [ ]
F. Neonatal [ ] | ] ] ] =2
G. Pediatric [ ] [ | ] 3 =]
H. Adult Psychiatric B == FEE | ]
[.  Geriatric Psychiatric [ ] [ | B | ] ==
J. Child/Adolescent Psychiatric [ e ] ] =T
K. Rehabilitation 1 ] | 1 ] [EEEE EE=]
L. Nursing Facility (non-Medicaid Certified) @ ] | ] B—1 | ]
M. Nursing Facility Level 1 (Medicaid only) [ 1 [ ] | ] ] =R
N. Nursing Facility Level 2 (Medicare only) [ 1 | ] ] ] ==
O. Nursing Facility Level 2
(dually certified Medicaid/Medicare) | 1 | 1 | I I::
= e e O G B 2 EE
Q. Adult Chemical Dependency B ] I E 1 I |
R. Child and Adolescent Chemical
Dependency [ ] | ] C - | [EEE]
S. Swing Beds | 1 ] ] ] ] 1
T. Mental Health Residential Treatment [ 1 | | T 1 ] ] [
U. Residential Hospice I 1 [ ] | 1 1 ==
TOTAL B L ] 1 | |
*CON-Beds approved but not yet in service
10. Medicare Provider Number  [440011 |
Certification Type  [Hospital 1
11. Medicaid Provider Number  [0440011 |
Certification Type  |Hospital | | |
12. If this is a new facility, will certification be sought for Medicare and/or Medicaid?
13. Identify all TennCare Managed Care Organizations/Behavioral Health Organizations

(MCOs/BHOs) operating in the proposed service area. Will this project involve the

treatment of TennCare participants?|

Yes | If the response to this item is yes, please

identify all MCOs/BHOs with which

Discuss any out-of-network relationships in place with MCOs/BHOs in the area.

he applicant has contracted or plans to contract.

8%
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NOTE: Section B is intended to give the applicant an opportunity to describe the
project and to discuss the need that the applicant sees for the project. Section C
addresses how the project relates to the Certificate of Need criteria of Need, Economic
Feasibility, and the Contribution to the Orderly Development of Health Care.
Discussions on how the application relates to the criteria should not take place in
this section unless otherwise specified.

SECTION B: PROJECT DESCRIPTION

Please answer all questions on 8 %" x 11" white paper, clearly typed and spaced,
identified correctly and in the correct sequence. In answering, please type the question
and the response. All exhibits and tables must be attached to the end of the application
in correct sequence identifying the question(s) to which they refer. If a particular
question does not apply to your project, indicate “Not Applicable (NA)" after that
question.

I Provide a brief executive summary of the project not to exceed two pages.
Topics to be included in the executive summary are a brief description of
proposed services and equipment, ownership structure, service area, need,
existing resources, project cost funding, financial feasibility and staffing.

Response:

Blount Memorial Hospital is seeking approval to provide an upgrade to its
existing MRI that serves an outpatient population located at 220 Associates
Boulevard, Alcoa, TN 37701 and re-locate it to 266 Joule Street, Alcoa, TN
37701, 1.6 miles away. By re-locating the MRI to the Joule Street location,
we can consolidate our outpatient diagnostic services and achieve
improved efficiencies in our operation rather than operating two diagnostic
sites that are 1.6 miles away from each other. Blount Memorial owns the
266 Joule Street building that contains thirty-eight physician practices with
existing CT and x-ray equipment. By moving the MRI to this location we
can eliminate duplicate CT and x-ray equipment currently at the
Springbrook site and achieve efficiencies by combining staff and in some
cases, reducing staff.

The proposed upgraded MRI is a 3T, wide bore MRI that provides the latest
technology available for MRI services, and provides a wide bore (our
current MRI bore size is 60 cm and the proposed 3T is 70 cm) and
increased table weight capacity from the existing 350 pound limit to 500
pounds. Blount Memorial Hospital is a Bariatric Center of Excellence and
we need the capability to provide MRI for this size population. We turn
down at least seven patients a month who need greater weight capacity or
increased bore width. In addition, this model helps with patients who
experience claustrophobia. While medication does help with
claustrophobia, we still find that on average, eight patients a month are not
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able to complete their exam due to claustrophobia. The total cost for the
project without the CON fee is projected to be $2,209,245, and with the CON
fee is $2,214,216.

Provide a detailed narrative of the project by addressing the following items as
they relate to the proposal.

A.

Describe the construction, modification and/or renovation of the facility
(exclusive of major medical equipment covered by T.C.A. § 68-11-1601 eq
seq.) including square footage, major operational areas, room
configuration, etc. Applicants with hospital projects (construction cost in
excess of $5 million) and other facility projects (construction cost in excess
of $2 million) should complete the Square Footage and Cost Per Square
Footage Chart. Utilizing the attached Chart, applicants with hospital
projects should complete Parts A-E by identifying as applicable nursing
units, ancillary areas, and support areas affected by this project. Provide
the location of the unit/service within the existing facility along with current
square footage, where, if any, the unit/service will relocate temporarily
during construction and renovation, and then the location of the
unit/service with proposed square footage. The total cost per square foot
should provide a breakout between new construction and renovation cost
per square foot. Other facility projects need only complete Parts B-E.
Please also discuss and justify the cost per square foot for this project.

If the project involves none of the above, describe the development of the
proposal.

Response:

The proposed upgraded MRI 3-T, wide-bore system will fit into
existing space at the proposed re-located site at 266 Joule Street.
The total square footage of the MRI space, the control room and the
renovated wait area is 882 square feet. When East Tennessee
Medical Group owned the building, they had intended to place MRI in
the building, but were not successful in obtaining a CON. The walls
will require copper infrastructure to protect the equipment and the
areas external to the room, a control room, and renovation of an area
to provide a wait area for patients. The cost associated with this is
$347,000. We have already affirmed that the flooring at the ETMG
location meets the weight bearing requirements of the magnet and
associated equipment. Additionally, the building was constructed
with a knock out wall specifically for this purpose. There would be
no interruption of service associated with the re-location as we
would not shut down the MRI currently at Springbrook until the new
MRI was operational at Joule Street. The existing MRI will be turned
in to the manufacturer at that time. The cost of removing the MRI at
Springbrook is anticipated to be $42,000. The cost per square foot
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for the renovated area at the proposed new location, including
architect/engineering fees and contingency construction dollars is
$899.

Identify the number and type of beds increased, decreased, converted,
relocated, designated, and/or redistributed by this application. Describe
the reasons for change in bed allocations and describe the impact the bed
change will have on the existing services.

Response:
Not Applicable.

As the applicant, describe your need to provide the following health care
services (if applicable to this application):

Adult Psychiatric Services
Alcohol and Drug Treatment for Adolescents (exceeding 28 days)
Birthing Center

Burn Units

Cardiac Catheterization Services

Child and Adolescent Psychiatric Services
Extracorporeal Lithotripsy

Home Health Services

Hospice Services

10.  Residential Hospice

11.  ICF/MR Services

12. Long-Term Care Services

13. Magnetic Resonance Imaging (MRI)

14.  Mental Health Residential Treatment

15.  Neonatal Intensive Care Unit

16.  Non-Residential Methadone Treatment Centers
17.  Open Heart Surgery

18.  Positron Emission Tomography

19.  Radiation Therapy/Linear Accelerator .
20. Rehabilitation Services

21.  Swing Beds

CENDANLN

Response:

Blount Memorial has provided MRI services at its Springbrook
location since 2005. We are not seeking an additional MRI, rather we
are proposing to trade in the existing MRI and upgrade the MRI to a
3T, wide bore MRI and move it 1.6 miles to an existing site along with
other diagnostic equipment located at 266 Joule Street, Alcoa, TN
37701. The 3-T system provides the latest technology available, and
increases the bore size from 60 cm to 70 cm, and the table capacity
from 350 pounds to 500 pounds. Additionally, the new design of the
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scanner includes lighting within the bore and a patient cooling
system that will contribute to patient comfort. Blount Memorial
Hospital is a Center of Excellence in Bariatric Service and we find
that we are sending approximately seven patients away per month
because of the weight limit of the existing MRI equipment. In
addition, the large bore MRI will assist with patients who experience
claustrophobia. ~While a large percent of these patients are
successfully pre-medicated, we send approximately eight patients
per month to other sites dues to claustrophobia. Given the age of
the existing MRI and the advantages of the 3-T for our patient
population, it was reasonable to replace the existing equipment as
part of the move.

By moving the equipment, the MRI will be located with other
diagnostic equipment (CT, Ultrasound, Nuclear Medicine and X-ray)
and avoid duplication of equipment at sites that are 1.6 miles apart.
While existing staff will be utilized, we can also decrease our FTE’s
by 3.0 positions due to consolidation, and reduce duplicate supply
expense and service expense.

The volume of MRI cases at the Springbrook site was 2,370 in 2011,
and 2,493 in 2012.

Describe the need to change location or replace an existing facility.

Response:

As indicated above, by moving the MRI to the East TN Medical Group
location we can combine it with other existing diagnostic equipment
at that location and avoid duplication of outpatient diagnostic
services. Since the existing Springbrook location is only 1.6 miles
away from the proposed site, we do not anticipate any inconvenience
for patients, and allows the hospital to save manpower, supply cost
and service contract cost. The estimated savings in the first year
after the move is $375,421 in operational costs and $212,450 in year
two after implementation. The breakdown in savings is as follows:

Year 1: Cost Savings
Elimination of service contract and

After hours service/supplies $ 260,605
Staff savings $ 114,816
TOTAL $ 375,421
Year 2: Cost Savings
Elimination of after hours/supplies $ 97,634
Staff savings $ 114,816
TOTAL $ 212,450

Describe the acquisition of any item of major medical equipment (as
defined by the Agency Rules and the Statute) which exceeds a cost of
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$1.5 million; and/or is a magnetic resonance imaging (MRI) scanner,
positron emission tomography (PET) scanner, extracorporeal lithotripter
and/or linear accelerator by responding to the following:

1.

For fixed-site major medical equipment (not replacing existing
equipment):

a. Describe the new equipment, including:

1. Total cost; (as defined by Agency Rule)

2. Expected useful life;
3. List of clinical applications to be provided; and
4, Documentation of FDA approval.

b. Provide current and proposed schedules of operations.

For mobile major medical equipment:

a. List all sites that will be served;

b. Provide current and/or proposed schedule of operations;
C. Provide the lease or contract cost;

d. Provide the fair market.value of the equipment; and

e. List the owner for the equipment.

Indicate applicant’s legal interest in equipment (i.e., purchase,
lease, etc.). In the case of equipment purchase include a quote
and/or proposal from an equipment vendor, or in the case of an
equipment lease provide a draft lease or contract that at least
includes the term of the lease and the anticipated lease payments.

Response:

Blount Memorial Hospital is proposing to replace its existing
1.5T MRI with bore size of 60 cm, weight limit of 350 pounds
and technology level of 2004 with a 3-T MRI with 70 cm bore
size, weight capacity of 500 pounds and offering the state-of-
the art technology in MRI services. We would expect to have a
minimum of eight years expected useful life of the 3-T MRI.
We expect to provide the same scope of MRI services with the
new 3-T, but with improved advantages including (1) higher

10
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field strength and improved image quality; (2) faster scan
times, hence probability of less patient motion hence
contributing to better quality exams; (3) decrease use of IV
contract and thus less chance for patient allergic reactions,
and (4) less referrals to Knoxville to obtain use of a 3-T wide
bore MR

The total cost of replacing the existing MRl and moving it to
the Joule Street location is estimated to be $2,209,245. The

cost breakdown is as follows:

Item Cost
Replacement MRI $1,747,195
Remove & trade-in Existing MRI

From Springbrook location $ 42,000
Architect/Engineering fee $ 32,000
Construction at new MRI site $ 347,000
Contingency for construction $ 35,000
Vibration testing at new site $ 6,050
TOTAL $2,209,245

A quote for the MRI equipment is provided in Appendix B - E —
3 (a),

The equipment will be owned and operated by Blount
Memorial Hospital, Incorporated.

Attach a copy of the plot plan of the site on an 8 ¥2" x 11” sheet of white
paper which must include:

1.

Size of site (in acres);

2. Location of structure on the site; and

8 Location of the proposed construction;

4. Names of streets, roads or highways that cross or border the site.
Response:

Appendix B-Ill-A shows the outline of the proposed new site for the
re-located MR, including the specific space that will be renovating to
accommodate the re-located MRI. The site of Blount Memorial’s
ETMG site is 7.471 acres.

1.

Describe the relationship of the site to public transportation routes,

11
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if any, and to any highway or major road developments in the area.
Describe the accessibility of the proposed site to patients/clients.

Response:

The proposed site, located at 266 Joules Street, Alcoa, TN is
perpendicular to Hall Road, a major road way leading north to
Highway 129 (dba Alcoa Highway) and to Washington Street to
the south that runs into Highway 321, a major road running
primarily east-west in Blount County. Highway 321 also
connects to another major roadway, Highway 411.

IV.  Attach a floor plan drawing for the facility which includes legible labe_ling of
patient care rooms (noting private or semi-private), ancillary areas, equipment
areas, etc. on an 8 /2" x 11” sheet of white paper.

Note: DO NOT SUBMIT BLUEPRINTS. Simple line drawings should be
submitted and need not be drawn to scale.

Response:
Appendix B-IV contains the floor plan showing the location of the re-
located MRI relative to the entire building.

V. For a Home Health Agency or Hospice, identify:

1. Existing service area by County;

2. Proposed service area by County;
3. A parent or primary service provider;
4. Existing branches; and

5. Proposed branches.

Response:
Not Applicable.

SECTION C: GENERAL CRITERIA FOR CERTIFICATE OF NEED

In accordance with Tennessee Code Annotated § 68-11-1609(b), “no Certificate of
Need shall be granted unless the action proposed in the application for such Certificate
is necessary to provide needed health care in the area to be served, can be
economically accomplished and maintained, and will contribute to the orderly

12
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development of health care.” The three (3) criteria are further defined in Agency Rule
0720-4-.01. Further standards for guidance are provided in the state heaith plan
(Guidelines for Growth), developed pursuant to Tennessee Code Annotated
§ 68-11-1625.

The following questions are listed according to the three (3) criteria: (l) Need, (II)
Economic Feasibility, and (lll) Contribution to the Orderly Development of Health Care.
Please respond to each question and provide underlying assumptions, data sources,
and methodologies when appropriate. Please type each question and its response
on an 8 ¥ x 11” white paper. All exhibits and tables must be attached to the end of
the application in correct sequence identifying the question(s) to which they refer. If a
question does not apply to your project, indicate “Not Applicable (NA).”

QUESTIONS

NEED

1 Describe the relationship of this proposal toward the implementation of the State
Health Plan and Tennessee’s Health: Guidelines for Growth.

a. Please provide a response to each criterion and standard in Certificate of
Need Categories that are applicable to the proposed project. Do not
provide responses to General Criterion and Standards (pages 6-9) here.

Response:

Blount Memorial Hospital is NOT proposing to add an MR, rather we
are proposing to upgrade an existing MRI and re-locate it 1.6 miles
away to achieve operational efficiencies. By re-locating it, we will
eliminate otherwise duplicative outpatient diagnostic centers and
centralizing these services, with the re-location-of the MRI at one site
with other diagnostic capability.

Blount Memorial’s primary service area is Blount County, but we also
serve patients residing in Loudon, Monroe, McMinn, and Sevier

Counties.

The following chart contains the estimated census data for Blount
Memorial Hospital’s Service Area:

TOTAL
CURRENT & PROJECTED POPULATION
County 2007 2010 2015
Blount 114,523 123,692 130,143
Loudon 44,074 46,504 48,679

13
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Monroe 42,705 46,499 49,328
McMinn 52,064 53,914 56,094
Sevier 79,939 86,655 92,702

Source: Division of Health Statistics, Office of Policy Planning &
Assessment, TN Department of Health - 2008

We expect to continue to serve the same population base at the
proposed re-located site and wouldn’t expect it to present a burden
as the site is 1.6 miles from the MRI’s existing location.

The current MRI meets the minimum standard of 2,200 MRI
procedures per year. The MRI procedures for Fiscal Years ending
June 30 at the existing Springbrook site is as follows:

Outpatient MRI procedures

2011 2012
2370 2493

Other MRI's in our service area include the MRI (stationary) located
at Blount Memorial Hospital and a limited MRI that is utilized for
extremities located at Ortho Tennessee Imaging, dba Maryville
Orthopedic. MRI procedures at these facilities were 5551, and 932,
respectively for 2011.

The Food and Drug Administration has approved the 3.0T whole
body MRI for the entire body, including, but not limited to head, neck,
TMJ, spine, breast, heart, abdomen, pelvis, joints, prostate, blood
vessels, and musculoskeletal regions of the body. Refer to
Appendix C- 1-a for correspondence from the FDA.

The proposed new location for the MRI will continue to meet all
licensure, Joint Commission requirements. Refer to Appendix C-1- a
(1) for a copy of current licensure and Joint Commission
accreditation,

The hours of operation at the re-located site will continue to be 8:00
am until 5:00 pm, but the staff will remain until the last MRI is
provided. If we find that we can not meet demand during these
hours, we will expand our hours of operation. Should there be an
emergency situation necessitating off-hours MRI service, the patient
would be referred to the hospital-based MRI, which is available as
needed 24 hours/7 days a week. Blount Memorial Hospital has a
case management staff that works with physician offices to pre-
certify MRI requests to assure procedures performed are medically

14
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necessary. Both the hospital and the Radiologists that read the MRI
would not be paid if the tests were deemed medically unnecessary.
Blount Memorial Hospital utilizes LeConte Radiology exclusively to
interpret our radiological procedures. In order to meet criteria to be
a member of our medical staff, they must be Board Certified. The
hospital’s credentialing process meets Joint Commission criteria.
Our Radiologists include:

Dr. Kristen Carver

Dr. Daniel Cotton

Dr. James Cox, Jr.

Dr. Daniel Dovgan

Dr. Craig Miller, Jr.

Dr. John Neithammer

Dr. Kevin Sentell

Dr. Fred Tolhurst

Projected volume of MRI procedures for two years following the re-
location and upgrade of the MRl is as follows:

Year 1 Year 1
2543 2594

b. Applications that include a Change of Site for a health care institution,
provide a response to General Criterion and Standards (4) (a-c).

Response: Not applicable

Describe the relationship of this project to the applicant facility's long-range
development plans, if any.

Response:
As part of our strategic plans, it was our intention to form a

relationship with East TN Medical Group. Now that it is established,
we can eliminate duplicative diagnostic services by combining those
services at the East TN Medical Group site.

Identify the proposed service area and justify the reasonableness of that
proposed area. Submit a county level map including the State of Tennessee
clearly marked to reflect the service area. Please submit the map on 8 2 “ x
11” sheet of white paper marked only with ink detectable by a standard

photocopier (i.e., no highlighters, pencils, etc.).

15
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Response:

Refer to Appendix C - 3 which contains a map of Tennessee and a
local map showing the location of the re-located MRI.

The new location is 1.6 miles from the existing MRI site and is
located in Blount County, which is our primary service area. Given
its proximity to Highways 129, 321 and 411 it is a convenient site for
patients to access the service.

Describe the demographics of the population to be served by this
proposal.

Response:

As indicated above in response C-1 a, the hospital’s primary service
area is Blount County, but we also serve residents who reside in
Loudon, Monroe, Sevier, and McMinn Counties. Blount County’s
population is expected to grow by 5.2% from 2010 to 2015. During
that same time period, Sevier County population is expected to grow
6.8%, followed by Monroe at 6.1%, Loudon at 4.7% and McMinn at 4.0
%. The 65 + population are expected to grow in all counties except
Sevier which shows a 14.3 % decline. In Blount County, the Black
population represents 2.9% of the total population and ‘other’
represents 1.4%. The Black population in Sevier is .6%, 2.1% in
Monroe, 1.1% in Loudon, and 4.6% in McMinn County, while ‘other’
represents 1.1%, .9%, .7%, and 1.3% respectively.

Health Rankings

In the County Health Rankings & Roadmaps prepared by the
University of Wisconsin’s Population Health Institute and a grant
from the Robert Wood Johnson Foundation, counties across our
nation were ranked according to their summary measures of health
outcomes and health factors. Health Factors took into account
education levels, employment, income, and a variety of other
environmental factors. Health Outcomes took into account tobacco
use, obesity, alcohol use, access to care, quality of care and other
health behaviors and is said to represent how healthy a county is
while the health factors represent what influences the ‘health’ of a
community. Counties with a higher rank (meaning #1 would be the
‘best’) are estimated to be the ‘healthiest’. Based on the weighted
summary of Health Outcomes, Blount County was ranked 4" in the
State, followed by Loudon at 16", Sevier at 28", Monroe at 36!, and
McMinn at 55" out of 90 rankings. According to the CDC, there has
been a dramatic increase in obesity in the US from 1990 through
2010. Obesity related conditions include heart disease, stroke, type 2
diabetes and certain types of cancer. No State met the nation’s
Health People 2010 goal to lower obesity prevalence to 15%.
According to the 2011 data (which is measured differently than past

16
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measures of obesity), Tennessee’s prevalence of obesity was 29.2%,
with Colorado’s prevalence the lowest at 20.7% and Mississippi at
the highest prevalence at 34.9%. Blount Memorial has initiated
several quality initiatives with our medical staff to address these
issues including Stemi-Team alert which activates our staff to
provide interventional cardiology within a 15 minute time frame upon
arrival in the Emergency Room, Joint Commission accredited Stroke
Center of Excellence, diabetes education program, Bariatric Center
of Excellence and a variety of other efforts. Blount Memorial
Hospital has also had in place a Community Health Initiative in
Blount County since 1995 that has served to address the health
factors affecting our county including drug and alcohol abuse and
prevention, mental health and suicide prevention, a program aimed
at reducing childhood and family obesity, a task force to address
domestic violence and an environmental health action team.

B. Describe the special needs of the service area population, including health
disparities, the accessibility to consumers, particularly the elderly, women,
racial and ethic minorities, and low-income groups. Document how the
business plans of the facility will take into consideration the special needs
of the service area population.

Response:

As indicated previously, Blount Memorial Hospital participates in all
of the TennCare MCO plans available in our service area and serves
the TennCare population include dual eligibles. LeConte Radiology
physicians, who will be reading the MRI’s, also participate in the
TennCare plans. Last year, Blount Memorial provided over $36
million in charity care and intends to continue this provision of

service.

Describe the existing or certified services, including approved but unimplemented
CON's, of similar institutions in the service area. Include utilization and/or
occupancy trends for each of the most recent three years of data available for
this type of project. Be certain to list each institution and its utilization and/or
occupancy individually. Inpatient bed projects must include the following data:
admissions or discharges, patient days, and occupancy. Other projects should
use the most appropriate measures, e.g., cases, procedures, visits, admissions,
etc.

Response:
We are not aware of any approved but unimplemented CON for the

implementation of a new or replacement MRI in our service area. The
existing MRI’s in Blount County include the following and the latest
reported data shows the following:

17
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2009
Provider Total Procedures
Blount Memorial Hospital 5467
Blount Memorial Springbrook 2431
Ortho TN/Maryville Ortho 776
2010
Provider Total Procedures
Blount Memorial Hospital 5387
Blount Memorial Springbrook 2385
Ortho TN/Maryville Ortho 835
2011
Provider Total Procedures
Blount Memorial Hospital 5551
Blount Memorial Springbrook 2370
Ortho TN/Maryville Ortho 932

Provide applicable utilization and/or occupancy statistics for your institution for
each of the past three (3) years and the projected annual utilization for each of
the two (2) years following completion of the project. Additionally, provide the
details regarding the methodology used to project utilization. The methodology
must include detailed calculations or documentation from referral sources, and
identification of all assumptions.

Response:

The volume at our existing Springbrook location for 2009, 2010, 2011, and
2012 is 2431, 2385, 2370, and 2493 respectively. Given that we are simply
upgrading and re-locating an existing MRI and it is not a new service, we
expect referrals from our medical staff to continue to generate similar
volumes. Projected utilization of the re-located MRI for two years following
completion of the move is 2543 MRI procedures in Year 1 and 2594
procedures in Year 2.

ECONOMIC FEASIBILITY

1.

Provide the cost of the project by completing the Project Costs Chart on the
following page. Justify the cost of the project.

 All projects should have a project cost of at least $3,000 on Line F. (Minimum

CON Filing Fee). CON filing fee should be calculated from Line D. (See
Application Instructions for Filing Fee)

18
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e The cost of any lease should be based on fair market value or the total
amount of the lease payments over the initial term of the lease, whichever is
greater.

e The cost for fixed and moveable equipment includes, but is not necessarily
limited to, maintenance agreements covering the expected useful life of the
equipment; federal, state, and local taxes and other government
assessments; and installation charges, excluding capital expenditures for
physical plant renovation or in-wall shielding, which should be included under
construction costs or incorporated in a facility lease.

e For projects that include new construction, modification, and/or renovation;
documentation must be provided from a contractor and/or architect that
support the estimated construction costs.

Response:
The Project Cost Chart is complete and provided as part of the Certificate
of Need Application on the next page. Appendix Il (1) — Cost Estimates
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PROJECT CQSTS CHART

Construction and equipment acquired byﬂrﬁjr@aﬁ%
1. Architectural and ERfidd3fihg Feel (532000,

2. Legal, Administrative (Excluding CON Filing Fee), |

Consultant Fees

Acquisition of Site I
Preparation of Site l
Construction Costs [s~ " 347,000.
Contingency Fund [$  35,000.

Fixed Equipment (Not included in Construction Contract) I

Moveable Equipment (List all equipment over $50,000) [

© ® N O o b~ w

= e

Other (Specify) [Removal of old MRI & Vibration testing | [$  48,050.

Acquisition by gift, donation, or lease:

Facility (inclusive of building and land) [

2. Building only L

3. Land only |

4. Equipment (Specify)|Replacement MRI | |$ 1,747,195.
5. Other (Specify) | 1 |

Financing Costs and Fees:

1. Interim Financing fes
2 Underwriting Costs |
8. Reserve for One Year's Debt Service 7%
4 Other (Specify)| |
Estimated Project Cost [$ 2,209,245
(A+B+C)
[$  4.971.00
CON Filing Fee
[$ 2,214 216.
Total Estimated Project Cost
(D+E)

TOTAL [$2214,216.

B iaa
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33 SUPPLEMENTAL- # 1
May 31, 2013

Identify the funding sources for this project.

a. Please check the applicable item(s) bgggg/v@% %lieflﬂrgu&rr&fize how the
project will be financed. (Documentation for the type of funding MUST
be inserted at the end of the application, in the correct alpha/numeric
order and identified as Attachment C, Economic Feasibility — 2.)

A. Commercial loan — Letter from lending institution or guarantor
stating favorable initial contact, proposed loan amount, expected
interest rates, anticipated term of the loan, and any restrictions or
conditions;

B. Tax-exempt bonds ~ Copy of preliminary resolution or a letter from
the issuing authority stating favorable initial contact and a
conditional agreement from an underwriter or investment banker to
proceed with the issuance;

C. General obligation bonds — Copy of resolution from issuing
authority or minutes from the appropriate meeting.

D. Grants — Notification of intent form for grant application or notice of
grant award; or

X E. Cash Reserves — Appropriate documentation from Chief
Financial Officer.

F. Other — Identify and document funding from all other sources

Response:
We will utilize cash reserves. Please refer to the confirmation letter
from our CFO in Appendix C (2) a.

Discuss and document the reasonableness of the proposed project costg. If
applicable, compare the cost per square foot of construction to similar projects
recently approved by the Health Services and Development Agency.

Response:

The cost per square foot including construction costs of $ 347,000,
Architectural/Engineering fees of $ 32,000 and contingency fees of $ 35,000
based on 883 square feet is $ 469. In checking the Agency’s Comminique
over the past four months, there isn’t a similar project on the Agenda that
was approved by the Agency to provide comparative cost figures.

8:49 am
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Complete Historical and Projected Data Charts on the following two pages — Do
not modify the Charts provided or submit Chart substitutions! Historical
Data Chart represents revenue and expense information for the last three (3)
years for which complete data is available for the institution. Projected Data
Chart requests information for the two (2) years following the completion of this
proposal. Projected Data Chart should reflect revenue and expense projections
for the Proposal Only (i.e., if the application is for additional beds, include
anticipated revenue from the proposed beds only, not from all beds in the
facility).

Response: N
The Historical Chart is provided on the next page as part of the Certificate

of Need application.
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J. Nelson 35 SUPPLEMENTAL- # 2
May 28, 2013 May 30, 2013
Page 8 8:32 am

Give information for the last three (3) years for which co

The fiscal year begins in AJ_LlL(MMth)Z“B MAY 30

HISTORICAL DATA CHART

malﬁtegaasre available for the facility or agency.

Year 2010 Year 2011 Year 2012
A.  Utilization Data (Specify unit of measure) 2385 2370 2493
B. Revenue from Services to Patients
1. Inpatient Services $ $ $
2.  Outpatient Services $6,198,868 $6,401,918 $6,987,879
3. Emergency Services
4. Other Operating Revenue
(Specify)
Gross Operating Revenue $6,198,868 $6,401,918 $6,987,879
C. Deductions from Gross Operating Revenue
1. Contractual Adjustments $3,891,339 $4,197,418 $4,744,071
2. Provision for Charity Care $ 292,897 $ 315,935 $ 357,081
3. Provisions for Bad Debt Included in Included in C Included in C
C1 1 1
Total Deductions $4,184,236 $4,513,352 $5,101,152
NET OPERATING REVENUE $2,014,632 $1,888,566 $1,886,727
D. Operating Expenses
1. Salaries and Wages $ 105,057 $107,210 $109,397
2. Physician’s Salaries and Wages S
3. Supplies $ 130,267 $ 136,090 $ 150,580
4. Taxes
5. Depreciation $ 320,000
6. Rent
7. Interest, other than Capital
8. Management Fees:
a. Fees to Affiliates $0 $0 $0
b. Fees to Non-Affiliates $0 $0 $0
9. Other Expenses — Specify MAINTENANCE
CONTRACT $ 170,000 $ 170,000 $ 170,000
Total Operating Expenses § 725,324 $ 413,300 $429,977
E. Other Revenue (Expenses) — Net (Specify) $0 $0 $ 0
NET OPERATING INCOME (LOSS) $1,289,308 $1,475,266 $1,456,751
F. Capital Expenditures
1. Retirement of Principal $ $ $
2. Interest
Total Capital Expenditures $_ $ S
NET OPERATING INCOME (LOSS)
LESS CAPITAL EXPENDITURES $1,289,308  $1,475,266  $1.456,751
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May 28, 2013

Page 9

Give information for the two (2) years following the completion of this proposal. The fiscal year begins in

PROJECTED DATA CHART

SUPPLEMENTAL- # 2
May 30, 2013

2013 fipy 30 AN 8 36

July 1 (Month).
Year One Year Two
A.  Utilization Data (Specify unit of measure) 2543 2594
B.  Revenue from Services to Patients
1. Inpatient Services $ $
2. Outpatient Services $7,679,860 $8,132,190
3. Emergency Services
4. Other Operating Revenue (Specify)
Gross Operating Revenue $7,679,860 $8,132,190
C.  Deductions from Gross Operating Revenue
1. Contractual Adjustments $5,356,702 $5,899,091
2. Provision for Charity Care $ 403,193 $ 444,018
3. Provisions for Bad Debt Included in C1  Included in C1
Total Deductions $5,759,895 $6,343,108
NET OPERATING REVENUE $1,919,965 $1,789,082
D. Operating Expenses
1. Salaries and Wages $ 112,679 $ 116,059
2. Physician’s Salaries and Wages
3. Supplies $ 168,838 $ 181,024
4. Taxes
5. Depreciation $ 349,439 $ 349,439
6. Rent
7. Interest, other than Capital
8. Management Fees:
a. Fees to Affiliates $0 $0
b. Fees to Non-Affiliates $ 0 $ 0
9. Other Expenses ~ Specify SERVICE CONTRACT $0 $ 157,720
Total Operating Expenses $ 630,956 $ 804,242
E.  Other Revenue (Expenses) -- Net (Specify) $ $
NET OPERATING INCOME (LOSS) $1,289,009 $ 984,840
F.  Capital Expenditures
1. Retirement of Principal $ $
2. Interest $ 95,176 $ 80,875
Total Capital Expenditures $ 95176 $ 80875

8:32 am
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Net Operating I@&m&ts@apigwEx%e%{?tures $1,193,833 $ 903,965

HISTORICAL DATA CHART-OTHER EXPENSES

OTHER EXPENSES CATEGORIES Year_ Year____ Year
1.  Maintenance Contract $170,000 $170,000 $170,000
2
3.
4.
5
6
74
Total Other Expenses $170,000 $170,000 $170,000

PROJECTED DATA CHART-OTHER EXPENSES

OTHER EXPENSES CATEGORIES Year One Year Two
1. Service Contract for replacement MRI * $0 $ 157,720
2
3.
4.
5
6
7
Total Other Expenses $0 $ 157,720

* MRI will be under warranty in Year One, therefore no need for Service Contract fee.
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Please identify the project's average gross charge, average deduction from
operating revenue, and average net charge.

Response:

MRI charges have increased in the range of 3.7% to 3.9% from 2010
to 2012 . The average gross charge per procedure in the first year of
operation with the new, re-located MRI is $3,020, and $3,135 in Year
two. The total deductions from revenue in the project’s first and
second year are 75% and 78% off Gross revenue respectively. Net
income in each year is projected to be $1,289,009 in Year One and $
984,840 in Year Two. The average gross charge, deduction from
revenue and average net revenue in the Projected Years is as

follows:
Year 1 Year 2
Ave. Gross Charge $ 3,020 $ 3,135
Ave. Deduction from Rev. $ 2,265 $ 2,445
Ave. Net Charge $ 755 $ 690
A. Please provide the current and proposed charge schedules for the

proposal. Discuss any adjustment to current charges that will result from
the implementation of the proposal. Additionally, describe the anticipated
revenue from the proposed project and the impact on existing patient
charges.

Response:

Historical average gross charge per outpatient MRI procedure in
years 2010, 2011 and 2012 have been $ 2,599, $ 2,701, and $2,803
respectively. Charges increased between 3.7% and 3.9% over this
time period. The first full year of operation under the new, re-located
MRI will begin in the next fiscal year and charges are expected to
grow at the same rate until that time resulting in an average gross
charge of $3,020 in Year One and $ 3,135 in Year Two. Given,
Medicare cuts, no foreseeable increases in TennCare rates and the
uncertainty of the new exchanges, we foresee continued increases in
our deductions from revenue and that is reflected in the projected

figures.

B. Compare the proposed charges to those of similar facilities in the service
arealadjoining service areas, or to proposed charges of projects recently
approved by the Health Services and Development Agency. If applicable,
compare the proposed charges of the project to the current Medicare
allowable fee schedule by common procedure terminology (CPT) code(s).

Response:
Comparative Hospital based MRI’s based on the latest reporting data

to the State in 2011 shows the following:

22
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Facility Average 2011 Charge
Ft. Sanders Regional Med. Center $ 1,882
Ft. Sanders West Center = $ 1,930
Physicians Regional Center $ 3,041
University of TN Med. Center $ 3,316
Turkey Creek Med. Center $ 3,284
Blount Memorial Springbrook $ 2,370

The five other hospital-based facilities average charge in 2011 was

$ 2,691 compared to Blount Memorial average charge of $2,370 for
that same time period. Based on the available historical data, the
area hospital increases have ranged from 1.3% increase to a 21%
increase. Blount Memorial’s average increase was 3.8%
comparatively. We are showing the same increases in the projected
years, but there is no way to speculate what other facilities will do
with their charges in the future.

Discuss how projected utilization rates will be sufficient to maintain cost-
effectiveness.

Response:

As indicated, combining our diagnostic services will achieve a level
of improved operational efficiency. The projected statements for the
MRI re-located service show a positive net income.

Discuss how financial viability will be ensured within two years; and demonstrate
the availability of sufficient cash flow until financial viability is achieved.

Response:
The projected Income statements show net income of $1,193,833 in
Year One and $ 903,965 in Year Two.

Discuss the project’s participation in state and federal revenue programs
including a description of the extent to which Medicare, TennCare/Medicaid, and
medically indigent patients will be served by the project. In addition, report the
estimated dollar amount of revenue and percentage of total project revenue
anticipated from each of TennCare, Medicare, or other state and federal sources
for the proposal’s first year of operation.

Response:

Based on projected Gross Revenue of $7,679,860 in Year One,
Tenncare will represent $921,583 of gross charges in Year One, and
based on $8,132,190 of Gross charges in Year Two, Tenncare will
represent $975,863 of gross charges. Comparatively,
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Medicare/Medicare Advantage wifl} W%"ﬁlljzfﬁﬁ" of gross 8:49 am
>ss chardes'

charges in Year One and $ 2,512,847 of gross ¢ Year Two.

Provide copies of the balance sheet and income statement from the most recent
reporting period of the institution and the most recent audited financial
statements with accompanying notes, if applicable. For new projects, provide
financial information for the corporation, partnership, or principal parties involved
with the project. Copies must be inserted at the end of the application, in the
correct alphanumeric order and labeled as Attachment C, Economic Feasibility-
10.

Response:
Refer to Appendix C-10 for copies of the audited financial statements for
the past two years.

Describe all alternatives to this project which were considered and discuss the
advantages and disadvantages of each alternative including but not limited to:

A. A discussion regarding the availability of less costly, more effective, and/or
more efficient alternative methods of providing the benefits intended by
the proposal. If development of such alternatives is not practicable, the
applicant should justify why not; including reasons as to why they were
rejected.

Response:

As alternative to upgrading and re-locating the MRI from Springbrook to
ETMG, the following options were considered:

(1)  Keep the MRI and other diagnostic equipment at Springbrook and
simply upgrade the existing MRI at Springbrook. The cost of the upgrade
is $700,000, and wouldn’t provide the increase in bore size or the increase
in table weight capacity along with the other advantages of the latest
technology. In addition, we would still be operating two diagnostic
services 1.6 miles apart and not achieve the operational savings.

(2) Upgrade the current MRI and move it to ETMG location. Again the
cost would be $700,000 for the upgrade and still not have the increase in
bore size or the increase in table weight along with the other advantages of
this latest technology. In addition, we would have to rent a mobile MRI
during downtime for a minimum of $65,000.

Given the age of the existing MRI, its limitations, the advantages of the 3-T
MRI, and the desire to achieve operational efficiencies, upgrading and re-
locating the MRI was the better choice.

B. The applicant should document that consideration has been given.tO
alternatives to new construction, e.g., modernization or sharing
arrangements. It should be documented that superior alternatives have
been implemented to the maximum extent practicable.
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Response:
Not applicable.

() CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTH CARE

1. List all existing health care providers (e.g., hospitals, nursing homes, home care
organizations, etc.), managed care organizations, alliances, and/or networks with
which the applicant currently has or plans to have contractual and/or working
relationships, e.g., transfer agreements, contractual agreements for health

services.

Response:
Blount Memorial Hospital has transfer agreements with the following
organizations:

Maryville healthcare & Rehab Center
Asbury Acres Health Center
Chattanooga Hamilton County Hospital
East TN Children’s Hospital

Erlanger Medical Center

Fair Park Health Care Center

Park West medical Center

Penninsula Psychiatric Center
Wellington Place

Maryville Surgery Center

Athens Regional Medical Center
Colonial Hills Nursing Center

Fort Sanders Regional Medical Center
LeConte Center

Tennessee Endoscopy Center
Vanderbilt University

Thompsen Cancer Survival Center
Brakebill Nursing Home

Cornerstone Recovery

University of TN Medical Center

East Tennessee Health Care

2. Describe the positive and/or negative effects of the proposal on the health care
system. Please be sure to discuss any instances of duplication or competition
arising from your proposal including a description of the effect the proposal will
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have on the utilization rates of existing providers in the service area of the
project.

Response:
Given that this is simply a replacement of an existing MRI and re-location

1.6 miles away, we perceive no impact on the existing health care system.

Provide the current and/or anticipated staffing pattern for all employees providing
patient care for the project. This can be reported using FTEs for these positions.
Additionally, please compare the clinical staff salaries in the proposal to
prevailing wage patterns in the service area as published by the Tennessee
Department of Labor and Workforce Development and/or other documented

sources.

Response:
The staffing needs of the MRI at the re-location would include a full-time

MRI Technologist, and the sharing of other staff who would also help with
other diagnostic services at the new location. This includes:

Blount Memorial Comparative

Position FTE Hourly Rate Rate*
MRI Technologist 1.0 $27.37 $ 25.87
Technologist Aide 5 $14.10 $13.71
Patient Access Assoc. .5 $10.56 $11.48

* Source: TN Society of Healthcare Human Resource Association —
Median/Midpoint comparison

Discuss the availability of and accessibility to human resources required by the
proposal, including adequate professional staff, as per the Department of Health,
the Department of Mental Health and Developmental Disabilities, and/or the
Division of Mental Retardation Services licensing requirements.

Response:
We are fortunate to already have the staff in place who are needed for the

project.

Verify that the applicant has reviewed and understands all licensing certification
as required by the State of Tennessee for medical/clinical staff. These include,
without limitation, regulations concerning physician supervision, credentialing,
admission privileges, quality assurance policies and programs, utilization review
policies and programs, record keeping and staff education.
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The Hospital is Joint Commission certified which means that we meet the
criteria for hospital staff requirements and the credentialing and privileging
of the medical staff, including meeting quality improvement efforts,
utilization review efforts,
medical record requirements, staff continuing education requirements and
the many other Joint Commission standards and regulations. Additionally,
the Hospital is licensed by the State of Tennessee in all areas that require
licensure.

Discuss your health care institution’s participation in the training of students in
the areas of medicine, nursing, social work, etc. (e.g., internships, residencies,

etc.).

Response:

Blount Memorial Hospital participates with the nursing programs at Lincoln
Memorial, the University of TN and Pellissippi State through on-site clinical
nursing rotations. Additionally, we have students who are on-site from
Lincoln Memorial’s Osteopathic School of Medicine, and medical students
from the University Of TN who rotate through our psychiatric program.

(a) Please verify, as applicable, that the applicant has reviewed and
understands the licensure requirements of the Department of Health, the
Department of Mental Health and Developmental Disabilities, the Division
of Mental Retardation Services, and/or any applicable Medicare
requirements.

Response:
Blount Memorial Hospital has been in operation for just over 65

years and maintains licensure in all applicable areas.

(b) Provide the name of the entity form which the applicant has received or
will receive licensure, certification, and/or accreditation.

Licensure: Board for Licensing of HealthCare Facilities
Department of Health

Accreditation: The Joint Commission & Joint Commission
Certificate of Distinction for Stroke

(c) If an existing institution, please describe the current standing with any
licensing, certifying, or accrediting agency. Provide a copy of the current
license of the facility.
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Response:
Refer to Appendix Ill (7) b for a copy of the Hospital’s license and
Joint Commission Accreditation.

(c) For existing licensed providers, document that all deficiencies (if any) cited
in the last licensure certification and inspection have been addressed
through an approved plan of correction. Please include a copy of the most
recent licensure/certification inspection with an approved plan of
correction.

Response: )
A copy of the latest inspection by the State is enclosed in Appendix
(7) c.

Document and explain any final orders or judgements entered in any state or
country by a licensing agency or court against professional licenses held by the
applicant or any entities or persons with more than a 5% ownership interest in
the applicant. Such information is to be provided for license regardless of
whether such license is currently held.

Response:
Not Applicable

Identify and explain any final civil or criminal judgements for fraud or theft against
any person or entity with more than a 5% ownership interest in the project.

Response:
Not applicable.

If the proposal is approved, please discuss whether the applicant will provide the
Tennessee Health Services and Development Agency and/or the reviewing
agency information concerning the number of patients treated, the number and
type of procedures performed, and other data as required.

Response:
Blount Memorial participates in all State reporting including
submitting our annual MRI volume and associated revenue and will
continue with this effort.
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PROOF OF PUBLICATION

Attach the full page of the newspaper in_mﬁm‘he Tuotﬂﬁ & ir&gnt appeared with the mast
and dateline intact or submit a publicat tfidavit from the newspaper as proof of the
publication of the letter of intent.

DEVELOPMENT SCHEDULE

Tennessee Code Annotated § 68-11-1609(c) provides that a Certificate of Need is valid for
a period not to exceed three (3) years (for hospital projects) or two (2) years (for all other
projects) from the date of its issuance and after such time shall expire; provided, that the
Agency may, in granting the Certificate of Need, allow longer periods of validity for
Certificates of Need for good cause shown. Subsequent to granting the Certificate of
Need, the Agency may extend a Certificate of Need for a period upon application and good
cause shown, accompanied by a non-refundable reasonable filing fee, as prescribed by
rule. A Certificate of Need which has been extended shall expire at the end of the
extended time period. The decision whether to grant such an extension is within the sole
discretion of the Agency, and is not subject to review, reconsideration, or appeal.

1. Please complete the Project Completion Forecast Chart on the next page. If thg project
will be completed in multiple phases, please identify the anticipated completion date
for each phase.

2. If the response to the preceding question indicates that the applicant does not
anticipate completing the project within the period of validity as defined in the
preceding paragraph, please state below any request for an extended schedule and
document the “good cause” for such an extension.

Form HF0004
Revised 02/01/06

Previous Forms are obsolete
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PROJECT COMPLETON FORECAST CHART

Enter the Agency projected Initial Decision date, as published in T.C.A. § 68-11-1609(c): August, 2013

B o 9 05
Assuming the CON approval becomes the final a tion on that date; indicate the number of days

from the above agency decision date to each phase of the completion forecast.

Anticipated Date

Phase DAYS
REQUIRED (MONTH/YEAR)
1. Architectural and engineering contract signed complete
2. Construction documents approved by the Tennessee .
Department of Health 30
3. Construction contract signed 20
4. Building permit secured 10 TE

5. Site preparation completed

6. Building construction commenced Mid-Dec.2013

7. Construction 40% complete March 1, 2014

8. Construction 80% complete April 15,2014

9. Construction 100% complete (approved for occupancy Méy :13.1 , 2014

10. *Issuance of license

June 2, 2014

11. *Initiation of service

12. Final Architectural Certification of Payment

13. Final Project Report Form (HF0055) June 30, 2014

* For projects that do NOT involve construction or renovation: Please complete items
10 and 11 only.

Note: If litigation occurs, the completion forecast will be adjusted at the time of the final

determination to reflect the actual issue date.
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AFFIDAVIT
STATE OF |Tennessee 9 05
7
703 N
COUNTY OF|Blount
Jane T. H. Nelson being first duly sworn, says that he/she

is the applicant named in this application or his/her/its lawful agent, that this project will be
completed in accordance with the application, that the applicant has read the directions to
this application, the Rules of the Health Services and Development Agency, and T.C.A. § 68-
11-1601, et seq., and that the responses to this application or any other questions deemed

appropriate by the Health Services and Development Agency are true and complete.

A el Aeeishint fdmintnads o
SIGNATURE/TITLE

May 2013 a Notary

(Month) (Year)

Sworn to and subscribed before me this [3rd _ [day of

Public in and for the County/State of [Blount
.\\\\111!”””",
'i". i3 ” ] .,’/
SO TOF L. iaz
- aeeefh AT = .
= b eppleos e o
Zxy VoiArRt M@//D
//{///{,d-“_' Y l
U
My commission expires N
(Month/DE

28 3
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APPENDIX B-IlI-A

PLOT PLAN(s)

34
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APPENDIX B-IV
FLOOR PLAN

FOR
MRI LOCATION
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FIRST FLOOR PLAN

up site

Blount Memorial East TN Medical Gro
266 Joules Street, Alcoa, TN 37701

7.471 Acres
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APPENDIX C -1 a (1)
JOINT COMMISSION ACCREDITATION

HOSPITAL LICENSE
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APPENDIX C-3
MAP OF TENNESSEE

AND
LOCAL MAP SHOWING RE-LOCATED MRI
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APPENDIX C - (2) a
LETTER OF CONFIRMATION

FROM
CHIEF FINANCIAL OFFICER

39
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‘"' HOSpita-l Robert Redwine
President of the Board
907 East Lamar Alexander Parkway Dr. Ted Flickinger
Maryville, Tennessee 37804 ) 7 Vice President of the Board
865-983-7211 M3 MAY T An 8 07
Y Don Heinemann

Chief Executive Officer

Medical Staff

Dr. John Niethammer

May 1, 2013 Chief of Staff

Dr. Teresa Catron
Vice Chief of Staff

Dr. Julie Turner
Secretary/Treasurer

MS' Melanie Hill Dr. Deaver Shattuck
Executive Director Immediate Past Chief of Staff

Tennessee Health Facilities Commission
161 Rosa L. Parks Boulevard
Nashville, TN 37243

Dear Ms. Hill:

As Chief Financial Officer for Blount Memorial Hospital, please accept this as my confirmation
that Blount Memorial Hospital has sufficient funds to internally fund the proposed acquisition of
a replacement MRI and associated costs of re-locating the MRI to our East Tennessee Medical
Group site in the amount of § 2,142,245, We currently have a cash and cash equivalent balance
just over $124,000,000.

Please do not hesitate to contact me should you have any questions.

Sincerely,

Donh Ok

David Avriett
Assistant Administrator &
Chief Financial Officer
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APPENDIX C-10

TWO YEARS OF
AUDITED FINANCIAL STATEMENTS
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Annual Financial Report

Blount Memorial
Hospital, Inc.

Years ended June 30, 2012 and 2011
with Report of Independent Auditors

@8 CouLTER 4 JUSTUS RC
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Blount Memorial Hospital, Inc.

Statements of Revenues, Expenses and Changes in Net Position

Operative revenues:

Year ended June 30

2012

2011

Net patient service revenue $ 167,085,932 $ 169,452,018
Other revenue 15,583,759 14,008,564
Total operating revenues 182,669,691 183,460,582
Operating expenses:
Salaries and wages 84,662,302 84,075,103
Employee benefits 23,673,204 24,401,017
Contract salaries 1,206,629 1,459,201
Professional fees 3,645,531 5,817,219
Patient supplies 28,925,189 28,794,872
Purchased maintenance 7,728,669 7,174,043
Outside services 5,944,611 5,519,554
Equipment rental 2,878,719 2,758,186
Utilities 4,462,899 4,427,385
Marketing 640,082 638,441
Depreciation and amortization 11,235,807 12,458,571
Interest 3,762,252 3,654,506
Other expenses 9,262,903 9,200,461
Total operating expenses 188,028,797 190,378,559
Operating loss (5,359,1006) (6,917,977)
Nonoperating revenues:
Investment income 1,986,978 12,273,324
Contributions and other 1,036,897 818,106
Total nonoperating revenues 3,023,875 13,091,430
Excess of (expenses over revenue)
revenues over expenses (2,335,231) 6,173,453
Net position at beginning of year 176,913,357 170,739,904
Net position at end of year $ 174,578,126 $ 176,913,357

See accompanying Notes to Financial Statements.



phone: (865) 637-4161
COULYER 4 JUSTUS, RC. fox (865) 5242952

web: ¢j-pc.com

9717 Cogdill Road
Suite 201
Knoxville, TN 37932

Report on Internal Control Over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Financial Statements
erformed in Accordance with Government Auditing Standards

Board of Directors
Blount Memorial Hospital, Inc.

We have audited the financial statements of Blount Memorial Hospital, Inc. (the “Hospital”) as
of and for the year ended June 30, 2012, and have issued our report thereon dated September 14,
2012. We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States of

America.

Internal Control Over Financial Reporting

Management of the Hospital is responsible for establishing and maintaining effective internal
control over financial reporting. In planning and performing our audit, we considered the
Hospital’s internal control over financial reporting as a basis for designing our auditing
procedures for the purpose of expressing our opinion on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the Hospital’s internal control over
financial reporting. Accordingly, we do not express an opinion on the effectiveness of the
Hospital’s internal control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent or detect and correct misstatements on a timely basis. A material weakness 1s a
deficiency, or combination of deficiencies in internal control such that there is a 1:casonab]c
possibility that a material misstatement of the Hospital’s financial statements will not be
prevented or detected and corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited. purpose
described in the first paragraph of this section and was not designed to identify all deficiencies in
internal control over financial reporting that might be deficiencies, significant deficiencies or
material weaknesses. We did not identify any deficiencies in internal control over financial
reporting that we consider to be material weaknesses, as defined above.
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Board of Directors
Blount Memorial Hospital, Inc.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Hospital’s financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts and grants, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit, and accordingly,
we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing
Standards.

e seof okok ook ook

This report is intended solely for the information and use of the board of directors, management,
and the State of Tennessee Comptroller of the Treasury and is not intended to be and should not
be used by anyone other than these specified parties.

Coalter & Juotus, P. L.

September 14, 2012
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B  CoOPER ARCHITECTURE .ic

Blount Memorial Hospital
907 E. Lamar Alexander Parkway
Maryville, TN 37804

Attn: Bruce Martin
Project Name: Relocation of MRI
Dear Bruce:

The following is a summary of the coat estimates for relocation of the
MRI from Springbrook to the proposed location at East Tennessee

Medical Group Building:

Construction cost $347,000.00
Contingency ~ $ 35,000.00
Design fees $ 32,000.00
MRI Relocation $_42,000.00
Total $456,000.00

If you have questions or require further information please do not
hesitate to contact me.

Randy Cooper

Cooper Architecture

7233 Bell Road Knoxville, Tennessee 3P38 865-922-0353
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JOINT COMMISSION ACCREDITATION
AND
HOSPITAL LICENSE
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APPENDIX III (7) C

Latest State Inspection



STATE OF TENNESSEE JUN 22 2008

DEPARTMENT OF HEALTH
OFFICE OF HEALTH LICENSURE AND REGULATION
EAST TENNESSEE REGION
5904 Lyons:VIEW PIke, BLDG. 1
KNOXVILLE, TENNESSEE 37919

June 21, 2006

Mr. Joseph M. Dawson, Administrator
Blount Memorial Hospital

Hospital Pediatric Emergency Care
907 East Lamar Alexander Parkway
Maryville, TN 37804

Dear Admiristrator:

We are pleased to advise you that no deficiencies were cited as a result of the State Licensure survey
conducted at your facility on-June 13, 2006.

If you have any questions, please coritact this office at (865)588-5656.

Smccrcly,

Faerance RN BS lﬁ . _
Public Health Nurse Consultant Manager

FV:afl
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PRINTED: 06/14/2006

ABORATORY DIRECTOR'S OR PROVIDER/SUPPLIER REPRESENTATIVE'S SIGNATURE

S FORM APPROVED
<IVISIOn of Health Care Facilities
STATEMENT OF DEFiCiENGIES ' » ‘ ¥ ' CTION 3) DATE SURVEY
AND PLAN OF CORRECTION = lﬁiﬁﬂé’.ﬁi’ﬁ%ﬁ"hfi%%'é? 2 MULT'.PLE CONSTRUCTION ) )COMPLET ED
A. BUILDING
B. WING
TNP5314 06/13/2006
NAME OF PROVIDER OR SUPPLIER STREET ADDRESS, CITY, STATE, ZIP CODE
B iR 007 E LAMAR ALEXANDER PARKWAY
NT MEMORIAL HOSPITAL MARYVILLE, TN 37804
(X4) Ip SUMMARY STATEMENT OF DEFICIENCIES D PROVIDER'S PLAN OF CORRECTION x5)
PREFIX (EACH DEFICIENCY MUST BE PRECEEDED BY FULL PREFIX {EACH CORRECTIVE ACTION SHOULD BE COMPLETE
TAG REGULATORY OR LSC IDENTIFYING INFORMATION) TAG CROSS-REFERENCED TO THE APPROPRIATE DATE
DEFICIENCY)
P 002 1200-8-30 No Deficiencies P 002
During the Basic Pediatric Emergency Care
Facility Licensure Survey at Blount Memorial
Hospitsl on May 12, 2006, no deficiencies were
cited for 1200-8-30 Standards for Pediatric
Emergency Care Facilities.
Jivision of Health Care Faciiies = {X6) DATE

If continuation sheet 1 of 1
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AA Blount Memorial May 30, 2013
W Hospital ' e B;32 am

907 East Lamar Alexander Parkway 2(]13 ﬂ HY 30 Hm 8 35 Dr. Ted Flickinger

Manrywille, Tennessee 37804

865-983-7211

Vice President of the Board

Don Heinemann

May 28, 2013 Chief Executive Officer
Medical Staff
Dr. John Niethammer
Phillip Earhart Chief of Staff
Health Services Development Examiner e e e
Health Services Development Agency Vice Chicf of Staff

161 Rosa Parks Boulevard

Dr. Julie Turner

Nashville, TN 37203 SecretaryTreasurer

RE: Certificate of Need Application CN1305-015 Dr. Deaver Shattuck

Immediate Past Chief of Staff

Dear Mr. Earhart:

In accordance with your request for additional information, | have included the additional
supplement question along with my response.

Supplemental Response

The applicant responded to supplemental questions with only a response.
In answering questions, please type the question and the response. Please
resubmit your first supplemental response in this format and include any
additional questions included with this supplemental request.

Response: .
Enclosed please find the first set of supplemental questions along with
the full question.

Section B, Project Description, Item III. (A)

The provided plot plan is noted. Please indicate the location of the
proposed MRI on the plot plan.

Response:
Enclosed please find the plot plan showing the proposed location of the
replacement MRI relative to the building and site plan.

Section C, Economic Feasibility, Item 4. (Historical Data Chart and
Projected Data Chart)

Please resubmit the Springbrook Historical Data Chart with the revised
HSDA projected data chart that includes management fees. A sample
historical data chart is enclosed.



J. Nelson
May 28, 2013
Page 2
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Please provide a Historical Data rigfo @lount Memorial Hospital that
includes managemeffifefilY 30 C&ﬁ tgf 3 |

Please provide a Projected Data Chart that includes management fees. A
revised Projected Data Chart is included as an attachment.

Response:
Enclosed please find the revised Historical Chart and Projected Data
Chart with ‘zero’ indicated for management fees.

Section C., Economic Feasibility, Item 9.

Please report the estimated dollar amount of revenue anticipated from
each of TennCare/Medicaid and Medicare in Year One and Year Two.
The mathematical equation is gross revenue x percentage of
TennCare/Medicaid and/or Medicare=estimated dollar amount.

Response:

The anticipated NET revenue from TennCare/Medicaid program and
Medicare/Medicare Advantage program in the Projected Years” One and
Two as a percent of GROSS charges is 2.0% and 7.1% in Year One
respectively, and 1.8% and 6.8% in Year Two. The net revenue figures
for these percentages in Year One are $147,376 for TennCare and
$548,583 for Medicare/Medicare Advantage. In Year Two, the net
revenue figures are $146,248 for TennCare and $553,014 for
Medicare/Medicare Advantage. In terms of volume of patients,
TennCare represents 12% of patients, and Medicare/Medicare
Advantage represents 30% of patients.

Section C. Orderly Development, Item 11

The submission of medical equipment data to HSDA is incomplete. Please
resubmit the 2012 utilization by payor source, by county and updated
equipment registration for Blount Memorial Hospital and Blount
Memorial Hospital at Springbrook to Alecia Craighead, Statistical
Analyst, Health Services and Development Agency. Please contact Ms.
Craighead at 615-253-2782 if you have any questions. '

Response:

Ms. Alecia Craighead is now in receipt of all of data submission and
enclosed please find a copy of an e-mail from Ms. Craighead to Ted
Mashburn, the Administrative Director of Radiology at Blount
Memorial Hospital in which she confirms the submission is complete.

8:32 am
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May 28, 2013
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Affidavit

A signed and notarized affidavit must be submitted with each filing of an
application and supplemental information. An affidavit was not included
with the previous supplemental response. Please submit a completed
affidavit for this supplemental information request.

Response:
Enclosed please find notarized affidavits for the prior supplemental
response and for this response.

Should you have any questions regarding my response, please don’t hesitate to contact
me at 865-981-2310.

Sincerely,

8:32 am

Assistant Administrator

Enc.
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Resubmitted Supplemental Response
With the
Full Question in the Response
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4A Blount Memorial
) [T 4 Hospital

907 East Lamar Alexander Parkway 8 35

Maryville, Tennessee 37804 2013 ﬂfw 30 ﬂﬂ

865-983-7211

May 28, 2013

Philip Earhart

Health Services Development Agency Examiner Health
Services and Development Agency

161 Rosa L. Parks Boulevard

Nashvitle, TN 37203

RE:  Certificate of Need Application CN1305-015Supplemental Questions

Dear Mr. Earhart:

May 30, 2013

Robert Redwine 8:32 am
President of the Board

Dr. Ted Flickinger
Vice President of the Board

Don Heinemann
Chief Executive Officer

Medical Staff

Dr. John Niethcinmer
Chief of Staff

Dr, Teresa Catron
Vice Chief of Staff

Dr. Julie Turner
Secretary/Treasurer

Dr. Deaver Shattuck
Immediate Past Clief of Staff

In response to the supplemental questions you submitted, I have responded to each questions as

indicated below:

1. Bed Complement Data Chart

There appears to be a clerical error by placing “94” in the beds proposed column for surgical beds.

Please revise and resubmit the bed complement data chart.
Response: Enclosed please find the corrected chart.

2. Section 1 Project Description

The applicant states there are at least seven patients a month who suffer from claustrophobia who need
greater MRI table weight capacity or increased bore width. Please indicate where these patients are

currently referred for services.

Please provide a general overview of the primary care services and specialty services that are available

at the 266 Joule Street Location.

The applicant states East Tennessee Medical Group was the previous owner of the 266 Joule Street
location. Please clarify the date this site and physician practice was acquired by Blount Memorial

Hospital

Response:

The we have not kept data regarding the location that patients were referred to, only
that a patient had to be referred. However, the staff said that patients would likely be
referred to the University of TN Medical Center or Parkwest Hospital, a member of

Covenant Health.

The effective date that Blount Memorial Hospital owned the building that was previously
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owned by East Tennessee Medical Group was October 1, 2012. The Warranty Deed was
recorded October 26, 2012. We did not “purchase' the practice, just the building and its
contents. The physicians became part of Blount Memorial Physician Group. The
physicians who practice at that site include Family Practice, Internal Medicine,
Gynecologist, Pulmonologists, Neurologists, Cardiologists, Rheumatologists, Oncologist,
General Surgeons, and Vascular Surgeon. In addition, there is a walk-in clinic that
operates with extended hours in the evenings and weekends.

3. Project Description, Section II.A
Please clarify if the applicant plans to surrender the CON for an MRI at the current Sunnybrook location.

The applicant states when the East Tennessee Medical Group owned the existing building, they intended
to place an MRI in the building, but were not successful in obtaining a CON. Please provide a brief
overview of the previously filed CON and the reason why it was denied.

What is the strength of the MRI that is slated 1o be removed from Springbrook? What are the plans for

the Springbrook Outpatient Diagnostic Center? Is the applicant planning to close the ODC?

Response:

We weren't sure if the existing CON would be transferred or a new one issued, but yes
the Hospital will surrender the existing CON for the MRI at its current Springbrook
location.

At the time ETMG applied for an MRI, Blount Memorial had its MRI in operation at
both the hospital location and at Springbrook. The ETMG applicant indicated that the
group had difficulty getting patients scheduled at either location. It was proven
otherwise at the hearing and the ETMG application was denied. I don't have the exact
reason recorded by Health Development Agency, but that is my understanding of why
the application was not approved. Blount Memorial demonstrated that we had the
capacity to accommodate the practices' referrals.

The strength of the MRI that will be removed from the Springbrook location is a 1.5T,
60 cm bore, with table capacity of 350 pounds.

We have no plans to close our Springbrook site as it also a site for our Outpatient
Rehabilitation (PT, OT, ST) services, an Occupational Medicine Clinic, a Family Practice
Clinic, a Pediatric Practice and our Wellness Facility. We will likely keep X-ray
capability at Springbrook, but as indicated, the other diagnostic equipment will be moved
to the ETMG site.

4. Section B, Project Description, Item II. C
Please indicate what other outpatient medical equipment will also be moved to the 266 Joule Street
location.

Response:

The other diagnostic equipment that will be moved from the Springbrook site includes
some of the diagnostic x-ray equipment and ultrasound equipment. We also have a CT at
the Springbrook site but plan to move it to the hospital as it is a newer model and will
replace an older model CT at the hospital.
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5. Section B, Project Description, Item II. C. E. 1-3

The applicant’s response to the three questions on pages 10 is noted. However, please provide
a response underneath each question (1-3) rather than answering each question together at the
end in a paragraph.

Response: The response is provided under each question as requested.

1. For Fixed-site major medical equipment (not replacing existing equipment):
(a) Describe the new equipment, including:
1. Total Cost; (as defined by Agency Rule).
2. Expected useful life,
3. List of clinical applications to be provided; and
4. Documentation of FDA approval

Response: This question pertains to new equipment, not replacing existing equipment.
However, we are proposing to replace and move existing services. We are proposing to
upgrade our existing equipment to a 3-T wide bore MRI.

(1) Total Cost of the project, including filing fee = $2,214,216

(2) Expected useful life: Depreciation is based on five years per accounting standards;
from a practical standpoint, we expect its useful life to be eight years;

(3) Clinical applications With the latest MRI technology we expect improved image
quality, and faster scans to provide MRI for the entire body including, but not limited
to head, neck, TMJ, spine, breast, heart, abdomen, pelvis, joints, prostate, blood vessels,
and musculoskeletal regions of the body.

(4) Documentation of FDA Approval Appendix C-1- of the application has an FDA letter
and is included with this letter too.

(b) Provide current d proposed schedule of operations.

Response:
The current and proposed hours of operation are from 8:00am 5:00 pm, but as
necessary, the staff will stay to serve patients that may run over that time frame.

2. For mobile major medical equipment:
Response: Not Applicable.

3. Indicate applicant's legal interest in equipment (own or lease). In the case of equipment
purchased include a quote and/or proposal from an equipment vendor, or in the case of an equipment
lease provide a drafi lease or contract that at least includes the term of the lease and the anticipated
lease payments.

Response:

As indicated, Blount Memorial plans to purchase the replacement MRI. The quote from
the manufacturer is provided in Appendix B-E-3 (a) and the purchase price for the MRI is
listed as $1,747,195.
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6. Section B, Project Description, Item II. C. 3.
The applicant states the approval of a 3 Tesla MRI would provide less patient referrals to Knoxville to
obtain use of a 3T wide bore MRI. Which provider does the applicant refer patients for 3 Tesla MRI
services and approximately how many per month?

The applicant states the new 3 tesla MRI would have a weight capacity of 500 pounds. The applicant
also states Blount Memorial Hospital is a Bariatric Center of Excellence. Where does the applicant plan
to refer patients who weigh more than 500 Ibs. for MRI services?

The total cost of $2,209,245 in replacing the existing MRI is noted. Are there any government fees or
taxes in the cost of replacing the proposed MRI?

Response:

As indicated we send approximately seven patients per month because of the weight
limitations of the existing MRI, and approximately eight patients a month because of
claustrophobia for a total of 15 patients referred per month. We do not keep track of the
referred location for these patients, but we believe most are referred to the University of
TN Medical Center, with some going to Parkwest Medical Center.

If a patient weighs more than 500 pounds, we are not aware of an MRI in this area that
could accommodate a patient over this weight and the patient is simply not able to have
an MRI.

There are no government fees or taxes associated with the cost of replacing the proposed

MRI.

7. Section B, Project Description, Item III (A)
The provided plot plan is noted. Please provide a more legible plot plan and indicate the location of the

proposed MRI structure on the site.

Response:
Enclosed please find another plot plan for the ETMG site. The difficulty with legibility is
that it was condensed to 8'' by 11" from a much larger plan.

8. Section C, Need Item I
Please discuss how the proposed project will relate to the 5 Principles for Achieving Better Health found

in the State Health Plan.

Please indicate when the applicant plans to achieve the minimum standard of 2,880 MRI procedures per
year for the proposed relocated 3.0 Tesla MRI according to the State Health Plan, Certificate of Need
Standards and Criteria for Magnetic Resonance Imaging Services.

Response:
The State of TN Health Plan's Five Principles for Achieving Better Health include:

(1) Healthy Lives improving physical activity, reducing obesity, reducing tobacco use,
improving mental health and environmental quality and assuring children are
immunized. It is difficult to directly relate the continued service of an MRI with these
initiatives. However, as indicated we are a Bariatric Center of Excellence and have a
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Weight Management program that provides alternatives to surgery and have sponsored
a Community Health Initiative since 1995 that has addressed all of the Healthy Lives
issues. Our providers address these patient related issues on a daily basis and MRI
services can aid in the diagnosis of these health related problems. We serve all payer
groups, including the provision of charity care. Blount County, our primary service area,
ranks 4th in the State in terms of the “healthiest' according to ""County Health Rankings
and Roadmaps'" as prepared by the University of Wisconsin Research.

(2) Access to Care As indicated we provide services to all payer groups including charity
are provisions.

(3) Economic Efficiencies Our proposed project would create greater efficiencies by
combining diagnostic services to one primary location. Tennessee's health care spending is
likely higher than other State's due to its health ranking and its "health' rankings are
primarily due to life style choices.

(4) Quality of Care Blount Memorial Hospital actively engages in continuous quality
improvement efforts. We are Joint Commission accredited, including Joint Commission
accreditation for Stroke, we have the distinction of being the only hospital in East TN to
be ranked in the top 5% of the nation for clinical performance and are the second year
recipient of the Distinguished Hospital for Clinical Excellence from Healthgrades,
including Healthgrade top awards in Coronary Intervention, GI procedures, General
Surgery, and Pulmonary Care.

(5) Health Care Workforce Again, it's difficult to say how this project directly affects
the provision of a qualified workforce. However, we do work with area schools to provide
a learning environment for RN's, medical school students, pharmacy residents, LPN's,
Radiological staff and other staff as needed.

As indicated in the projected income statements, we expect the outpatient MRI volume to
approximate 2,594 at the proposed ETMG site by Year Two. At this growth rate, plus
with our ability to treat patients that we refer out we would expect to achieve the
minimum standard of 2,880 volume sometime in year four of operation at the ETMG site.

9. Section C, Need item 4.A

Your response 1o this item is noted. Using population data Jfrom the Department of Health, enrollee data
Jrom the Bureau of TennCare, and demographic information from the US Census Bureau, please
complete the following table and include data Jor each county in your proposed service area.

Response: Refer to the Chart below for the data requested.

Variable Blount Loudon McMinn Monroe Sevier
Current 65+ 2010 18,776 9,733 8,377 7,120 18,690

Projected 65 +2015 22,024 11,783 9,429 8477 16,015
Age 65%change +17.3% +21.1% +12.6% +19.1% -14.3%

Tot. Current pop. 123,692 46,504 53,914 46,499 86,655
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Proj. tot. pop. 2015 130,143 48,679 56,094 49,328 92,702

Tot. pop. Change  +5.2% +4.7% +4.0% +6.1%  +7.0%

TennCare pop. 2012 18,529 6,994 10,314 9,727 15,447

TennC % orpop.  15.0% 15.0% 19.1%  209% 17.8%

Med. Household Inc. $47,298$50,548 $38,604 $35,096 $42569

Pop. % below Poverty 12.3% 14.0% 18.3% 20.9% 13.5%

Sources: TN Department of Health, TennCare Bureau, US Census Bureau.

Note: US Census data (Median Household Income & Population % below
Poverty Level) is 2011 data. Also, I could not locate Median Age by County.

10. Section C, Need, Item 6 MRI
Please provide an estimate of referrals by specialty to the applicant’s MRI service during the first year of

operation:

Response:
Based on historical patterns, we expect the referrals to our MRI service by specialty to
approximate the following during the first year:

Physician Specialty MRI Referrals
Family Practice 899
Internal Medicine 545
Orthopedics 265
General Surgery 6
Neurology 487
Oncology 29
ENT 86
Rheumatology 53
NeuroSurgeon 29
Other 144
Total MRI Volume 2543

11. Section C, Economic feasibility, Item 3 '
Please recheck the cost per square foot in the amount of $899.00 and submit a replacement page if

necessaryf.

Please compare this project’s cost per square foot to cost per square foot ranges of previously approved
projects found in the “Applicant’s Toolbox” on the HSDA website (wwuw.tn.gov/hsda) or provide specific
examples supporting the reasonableness of proposed project costs.
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Response:

You are correct as I have calculated the cost per square foot incorrectly. The expected
construction cost is $347,000, Architectural/Engineering fees of $32,000 and contingency
fund of $35,000 for a total construction related cost of $414,000. Based on square footage
of 883 sq. ft, the cost per square foot is $469.

In referencing the HSDA "Applicant's Toolbox", there is no comparative cost per
square foot data for Qutpatient Diagnostic Centers due to insufficient information. If
we compare it to the “Hospital" data in the Toolbox, the comparative data is as follows:

Price per square footage, Hospital related data:
2011

1St Quartile Median 3rd Quartile
$126 $178 $274

While the square footage of the area to be renovated for the MRI is small, there is much
involved. An external wall must be removed to insert the MRI, and the walls have to be
lined with copper shielding.

12. Section C, Economic Feasibility, Item 4 (Historical Data chart and Projected Data CharF)
The historical data chart provided on page 21 a is noted. Please clarify if this historical data chart is for
the MRI located at Sunnybrook. If so, please resubmit the Historical Data Chart with the revised HSDA
projected data chart that includes management fees. A sample historical data chart is enclosed.

Please provide a Historical Data Chart for Blount Memorial Hospital that includes management fees.
Please use the above mentioned historical data chart.

Please clarify the reason there are not funds allocated in Year One in the Projected Data Chart for the
MRI service contract.

Please provide a Projected Data Chart that includes management fees. A revised Projected Data Chart is
included as an attachment

Response:

The Historic Data Chart is for the MRI located at Springbrook location. We do not
contract for the service and have no management fees to report. We do have managers
that oversee the service, but they also oversee many other diagnostic services and are
not dedicated to MRI.

We have included the Hospital's audited financial statements which include all expenses
for every service including administrative. We do not contract for management services
those in operational positions are employed.

In year one of the replacement MRI, there are no service contract fees as the MRI will
be under warranty.
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Again, we have no contract management fees. The managers that oversee the MRI also
oversee many other diagnostic services.

13. Section C, Economic Feasibility, Item 6.B
Please compare the proposed charges of the project to the current Medicare allowable fee schedule by
common procedure terminology (CPT) codes (s).

Please provide a comparison of the applicant facility’s proposed charges to the range of charges generated
from the HSDA Equipment Registry found in the “Applicant’s Toolbox” on the HSDA website
(www.tn.gov/hsda).

Response:

The current charges by CPT codes for MRI related procedures are enclosed. The
proposed MRI charges in comparison to the "Applicant's Tool Box" is as follows:

BMH Proposed Average Year 1 Year 2
MRI $3,020 $3,135

Applicant's Toolbox MRI Rates lat Quartile Median 3rd Quartile
2011 MRI Average Charge $1,613 $2,095  $3,163

14. Section C., Economic Feasibility, Item 8
The projected income figures of $1,289,009 and $984,840 do not match the projected data chart.

Please clarify.

Response:

You are correct; the figures stated in this item under the narrative for Net Income do
not match the Projected Data Chart and are incorrect. The correct figures are
reflected in the Projected Data Chart and the narrative response under Section C,,
Economic Feasibility, Item 8 should indicate Net Income of $1,193,833 for Year One and
$ 903,965 in Year Two.

15. Section C., Economic Feasibility, Item 9 -
Please report the estimated dollar amount of revenue anticipated from each of TennCare/Medicaid and
Medicare.

Response:
Of the net revenue collected in the projected years, we estimate the TennCare and
Medicare/Medicare Advantage amounts in Year One and Year Two to be as follows:

Payer Year One Net Revenue Year Two Net Revenue
TennCare $147,376 $ 146,248
Medicare/Advantage  $548,583 $ 553,014
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16. Section C, Orderly Development, Item 7 (a)

Please wverify that the applicant has reviewed and understands the licensure requirements of the
Department of Health, the Department of Mental Health and Substance Abuse Services, the Department
of Intellectual and Developmental Disabilities, and/or any applicable Medicare requirements.

Response:

Blount Memorial meets licensure requirements of the Department of Health, the
Department of Mental health and Substance Abuse Services, the Department of
Intellectual and Developmental Disabilities, and/or applicable Medicare requirements.

17. Section C. Orderly Development, Item 8 (c)
Please provide a copy of the latest Joint Commission survey.

Response:
Enclosed is a copy of the latest Joint Commission Survey.

18. Section C. Orderly Development, Item 9 and 10 '
Please respond to questions 9 and 10. These questions are applicable to all applicants

Response:
Our response to Items 9 & 10 are as follows:

(9) Identify and explain any final civil or criminal judgments for fraud or theft against any
person or entity with more than a 5% ownership interest in the project.

Answer:

There isn't any person who would have ownership of the project. The replacement
MRI is owned and operated by Blount Memorial Hospital only. We do background
checks on all prospective employees and would not employ someone who has civil or
criminal judgments for fraud or theft.

(10) If the proposal is approved, please discuss whether the applicant will provide the
Tennessee health Services and Development Agency and/or the reviewing agency information
concerning the number of patients treated, the number and type of

procedures performed, and other data as required.

Answer:

Please note that we did respond to this question and as indicated, and we intend
to continue to provide the State with all data requests as we have in the past,
including data specific to MRI procedures.

19. Section C. Orderly Development, Item 11

Please submit the 2012 utilization by payor source, by county and updated equipment
registration for Blount Memorial Hospital at Springbrook to Alecia Craighead, Statistical
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Analyst, Health Services and Development Agency. Please also submit the 2012 utilization by

payor source, by county for Blount Memorial Hospital to Alecia Craighead, Statistical Analyst,
Health Services and Development Agency.

Response:
Please know that we have already submitted the 2012 MRI data for both MRI sites (the

Hospital and Springbrook) to Ms. Alecia Craighead, Statistical Analyst, Health Services
and Development Agency.

Once you have had an opportunity to review my responses, please don't hesitate to contact me at
865-981-2310 for additional questions or clarification.

Sincerely,
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APPENDIX III (7) b

JOINT COMMISSION ACCREDITATION
AND
HOSPITAL LICENSE
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January 23, 2013
Re: #7865

CCN: #440011
Program: Hospital
Accreditation Expiration Date: October 27, 2015

L. D. Heinemann

Administrator

Blount Memorial Hospital, Inc.

907 East Lamar Alexander Parkway
Maryville, Tennessee 37804-5016

Dear Mr. Heinemann:

This letter confirms that your October 22, 2012 - October 26, 2012 unannounced full resurvey was
conducted for the purposes of assessing compliance with the Medicare conditions for hospitals through
The Joint Commission’s deemed status survey process.

Based upon the submission of your evidence of standards compliance on December 07, 2012 and January
11, 2013, the areas of deficiency listed below have been removed. The Joint Commission is granting your
organization an accreditation decision of Accredited with an effective date of October 27, 2012. We
congratulate you on your effective resolution of these deficiencies.

§482.13 Condition of Participation: Patient's Rights
§482.41 Condition of Participation: Physical Environment
§482.51 Condition of Participation: Surgical Services

The Joint Commission is also recommending your organization for continued Medicare certification
effective October 27, 2012. Please note that the Centers for Medicare and Medicaid Services (CMS)
Regional Office (RO) makes the final determination regarding your Medicare participation and the
effective date of participation in accordance with the regulations at 42 CFR 489.13. Your organization is
encouraged to share a copy of this Medicare recommendation letter with your State Survey Agency.

This recommendation applies to the following locations:

Blount Memorial Hospital Counseling and CONCERN
262 Cherokee Professional Park, Maryville, TN, 37804

Blount Memorial Hospital Total Rehabilitation at Alcoa
264 Joule Street, Alcoa, TN, 37701

Blount Memorial Hospital, Inc.
907 East Lamar Alexander Parkway, Maryville, TN, 37804-5016

woercdjaintcommission.org Headquarters
One Renaissance Boulevard
Oakbrook Terrace, [L 60181
630 792 5000 Voice
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Blount Memorial Sleep Health Center
710 Morganton Square, Maryville, TN, 37801

Blount Memorial Total Rehabilitation at Cherokee
1410 Sevierville Road, Maryville, TN, 37804

Blount Memorial Total Rehabilitation at Maryville
829 East Lamar Alexander Parkway, Maryville, TN, 37804

Business Health/Diagnostic Center/Outpatient Rehab
220 Associates Blvd, Alcoa, TN, 37701

Business Health/Outpatient Rehab
110 Deer Crossing, Vonore, TN, 37885

East Tennessee Medical Group
266 Joule Street, Alcoa, TN, 37701

Transitional Care Center at Morning View Village
2320 E. Lamar Alexander Parkway, Maryville, TN, 37804

We direct your attention to some important Joint Commission policies. First, your Medicare report is
publicly accessible as required by the Joint Commission’s agreement with the Centers for Medicare and
Medicaid Services. Second, Joint Commission policy requires that you inform us of any changes in the
name or ownership of your organization, or health care services you provide.

Sincerely,
DNt (R,
Mark G. Pelletier, RN, MS

Chief Operating Officer
Division of Accreditation and Certification Operations

cc: CMS/Central Office/Survey & Certification Group/Division of Acute Care Services
CMS/Regional Office 4 /Survey and Certification Staff

wWersjointsommission.ocs Headquarters
One Renaissance Boulevard
Oakbrook Terrace, IL 60181
630 792 5000 Voice
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L. D. Heinemann, BS, MS, FACHE Joint Commission ID #: 7865

Administrator Program: Hospital Accreditation

Blount Memorial Hospital, Inc. Accreditation Activity: 60-day Evidence of
907 East Lamar Alexander Parkway Standards Compliance

Maryville, TN 37804-5016 Accreditation Activity Completed: 01/11/2013

Dear Mr. Heinemann:

The Joint Commission would like to thank your organization for participating in the accreditation process. This
process is designed to help your organization continuously provide safe, high-quality care, treatment, and services
by identifying opportunities for improvement in your processes and helping you follow through on and
implement these improvements. We encourage you to use the accreditation process as a continuous standards
compliance and operational improvement tool.

The Joint Commission is granting your organization an accreditation decision of Accredited for all services
surveyed under the applicable manual(s) noted below:

Comprehensive Accreditation Manual for Hospitals

This accreditation cycle is effective beginning October 27, 2012. The Joint Commission reserves the right to
shorten or lengthen the duration of the cycle; however, the certificate and cycle are customarily valid for up to 36

months.
Please visit Quality Check® on The Joint Commission web site for updated information related to your
accreditation decision.

We encourage you to share this accreditation decision with your organization’s appropriate staff, leadership, and
governing body. You may also want to inform the Centers for Medicare and Medicaid Services (CMS), state or
regional regulatory services, and the public you serve of your organization’s accreditation decision.

Please be assured that The Joint Commission will keep the report confidential, except as required by law. To
ensure that The Joint Commission’s information about your organization is always accurate and current, our
policy requires that you inform us of any changes in the name or ownership of your organization or the health

care services you provide.

Sincerely,

DNt Al

Mark G.Pelletier, RN, MS
Chief Operating Officer

Division of Accreditation and Certification Operations
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Ted . To JaneT.
Mashburn/BlountMemorialHos Nelson/BlountMemorialHospital@BlountMemorialHospital
pital - CC
05/28/2013 01:35 PM bce

Subject Fw: Confirmation Final

FYi

Ted Mashburn, RTR

Administrative Director of Radiology Services

Blount Memorial Hospital

865-977-5566

Fax 865-977-5662

----- Forwarded by Ted . Mashburn/BlountMemorialHospital on 05/28/2013 01:35 PM -----

"Alecia L. Craighead"
<Alecia.L.Craighead@tn.gov To "TMashbur@bmnet.com" <TMashbur@bmnet.com>

>
cc "kmmcdani@bmnet.com™ <kmmcdani@bmnet.com>
05/24/2013 10:23 AM

Subject Confirmation Final

Ted,

I have received the utilization by payor source and utilization by county for Blount Memorial Hospital
and Blount Memorial Springbrook Diagnostic Center. | have also received the updated registration for
Blount Memorial Springbrook Diagnostic Center. With these submissions and the previously submitted
Blount Memorial Hospital registration, you have now completed this year’s update.

Congratulations! You have survived another wacko year of updates.
Thank you so very much for all of your help with these.

| hope you have a great rest of 2013.

Thanks again.

Alecia

Alecia L. Craighead

Statistical Analyst

Health Services and Development Agency
161 Rosa L. Parks Blvd.

Nashville, TN 37243

Office: 615.253.2782

Fax: 615.741.9884
alecia.l.craighead@tn.gov
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AFFIDAVIT

o3 MAY 30 AN 8 3T
STATE OF TENNESSEE

COUNTY oF _ ) aunt

NAME OF FACILITY: __ Clouat Ve mocial A@%PHW(

l, \\ﬂ% 1. Lk. Nelson | after first being duly sworn, state under oath that | am
the applicant named in this Certificate of Need application or the lawful agent thereof,
that | have reviewed all of the supplemental information submitted herewith, and that it

is true, accurate, and complete.

g
o reaeeaer ‘:5' “C::\\\\
Sworn to and subscribed before me, a Notary Public, this the’ %\\b‘ay ofm & .20/3,

!

witness my hand at office in the County of @/Z/ZML?[ , State of Tennessee.

%Mﬂmﬂ- %40&01?

NOTARY PUBLIC

My commission expires Q-85 /&

HF-0043

Revised 7/02
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AFFIDAVIT

2013 MAy 30 AM 8 37
STATE OF TENNESSEE

COUNTY OF _~ ) aunl

NAME OF FACILITY: L%M Y emocial {Lz}gﬂr\ﬁmﬂ

I, \\[}ﬂ& 1. l—k f\)@{%c){) , after first being duly sworn, state under oath that | am
\
the applicant named in this Certificate of Need application or the lawful agent thereof,

that | have reviewed all of the supplemental information submitted herewith, and that it

is true, accurate, and complete.

U e o c:,
7 o N
’3*&5%?6% of 2y 2043

Sworn to and subscribed before me, a Notary Public, this th
1Sy . State of Tennessee.

witness my hand at office in the County of
NOTARY PUBLIC

Q-R5-/6

My commission expires

HF-0043

Revised 7/02



LETTER OF INTENT .o SR
TENNESSEE HEALTH SERVICES AND DEVELOPMENT AGENGY’: 16

The Publication of Intent is to be published in the _|The Daily Times which is a newspaper
(Name of Newspaper)
of general circulation in [Blount County , Tennessee, on or before [May 3, 2413
{County) (Month / day) (Year)
for one day.

T RS A R T T AR N T S A N T S A R T I R RS TS A RIS RS S R RS S S S T

This is to provide official notice to the Health Services and Development Agency and all interested parties, in
accordance with T.C.A. § 68-11-1601 et seq., and the Rules of the Health Services and Development Agency,

Blount Memorial Hospital, Incorporated Hospital
(Name of Applicant) (Facility Type-Existing)

and to be managed by: IBIount Memorial Hospital |intends to file an application for a Certificate of Need

for [PROJECT DESCRIPTION BEGINS HERE]:

Blount Memorial Hospital is seeking approval to upgrade its existing MRI that serves outpatients and relocate it from Blount Memorial's Springbrook Health Center located 220
Associates Blvd., Alcoa, TN to Blount Memorial's East TN Medical Group site located at 266 Joule Street, Alcoa, TN, 37701, which is 1.6 miles from its existing site. The L
existing MRI will be replaced with a 3-T system that provides the latest technology available, and provides an increase in the bore size from 80 ¢m to 70 cm and increases the
table weight capability from 350 pounds to 500 pounds. Moving the MRI to Blount Memorial's East TN Medical Group location we achieve greater efficiency in operation by
combining it with other diagnostic equipment [ocated at the site. The total cost of the project including removal of the existing MRI, the purchase price of the new MRI, and
renovation at the Blount Memorial East TN Medical Group site to accomodate the new MRI, including CON fee is expected to be $2,214,216.

is: |Wednesday, May 8| -o13

The contact person for this project is|Jane Nelson Assistant Administrator
(Contact Name) {Title)
who may be reached at: |Blount Memorial Hospital 907 E. Lamar Alexander Parkway
{Company Name) (Address)
Maryville TN 37804 865-981-2310
(City) SET) R /Yo7 — (Area Code / Phone Number)
RV Wk el sgn ) April 30, 2013 INelson@bmnet.com

(Slgnature) (Date) {E-mall Address)
'—I'%E'L"I-l‘ R T e R e el B R Tl el s T el i e el i R T e e el el e T o R e T - 7
The Letterof Intent must be filed in triplicate and received between the first and the tenth day of the month. If the
last day for filing is a Saturday, Sunday or State Holiday, filing must occur on the preceding business day. File
this form at the following address:

Health Services and Development Agency
The Frost Building, Third Floor
161 Rosa L. Parks Boulevard
Nashville, Tennessee 37243

el ol S e Tl wl i Tl i S Tl i T TRl ol A Tl ol B T el i Tl ol A e Tl G Tl ol B e Tl

The published Letter of Intent must contain the following statement pursuant to T.C.A. § 68-11-1607(c)(1). (A) Any health
care institution wishing to oppose a Certificate of Need application must file a written notice with the Health Services and
Development Agency no later than fifteen (15) days before the regularly scheduled Health Services and Development
Agency meeting at which the application is originally scheduled; and (B) Any other person wishing to oppose the
application must file written objection with the Health Services and Development Agency at or prior to the consideration of

the application by the Agency.
B W "kl B T "R Tl S T e Tl & R Tl el S B "Il ) TR Tl ! A T Tl W B T T

HF51 (Revised 01/09/2013 — all forms prior to this date are obsolete)



CERTIFICATE OF NEED
REVIEWED BY THE DEPARTMENT OF HEALTH
DIVISION OF POLICY, PLANNING AND ASSESSMENT
OFFICE OF HEALTH STATISTICS
615-741-1954

DATE: July 31, 2013

APPLICANT: Blount County Memorial Hospital
266 Joule Street
Alcoa, Tennessee 37701

CON#: CN1305-015

Jane Nelson

Blount Memorial Hospital

907 E. Lamar Alexander Parkway
Maryville, Tennessee 37804

COST: $2,214,216

In accordance with Section 68-11-1608(a) of the Tennessee Health Services and Planning Act of
2002, the Tennessee Department of Health, Division of Policy, Planning and Assessment-Office of
Health Statistics reviewed this certificate of need application for financial impact, TennCare
participation, compliance with Tennessee’s Health: Guidelines for Growth, 2012 Edition, and
verified certain data. Additional clarification or comment relative to the application is provided, as
applicable, under the heading “Note to Agency Members.”

SUMMARY:

The applicant, Blount Memorial Hospital, is seeking Certificate of Need (CON) approval from the
Health Systems and Development Agency (HSDA) to upgrade an existing MRI that serves
outpatients at the Springbrook Health Center, owned by Baptist Memorial Hospital to a 3T system.
The replacement 3T unit utilizes the latest imaging technology, provides an increase in the units
bore size from 60cm to 70 cm and increases the table weight capacity from 350 Ibs. to 500Ibs.

The CON application also includes the relocation of Blount Memorial Hospital’s outpatient MRI
imaging services sited at Springbrook Health Center, 220 Associates Boulevard in Alcoa, Tennessee
to an existing facility, Blount Memorial’s East Tennessee Medical Group located at 266 Joule Street
also in Alcoa, Tennessee. The proposed site is 1.6 miles from the current site. As noted in the
Letter of Intent dated April 30, 2013, the project will involve the removal of the existing MRI unit,
acquisition of the replacement MRI, installation of the new MRI unit and attendant renovations at
Blount Memorial's East Tennessee Medical Group.

GENERAL CRITERIA FOR CERTIFICATE OF NEED

The applicant responded to all of the general criteria for Certificate of Need as set forth in the
document Tennessee’s Health: Guidelines for Growth, 2012 Edition.

NEED:
The primary service area is Blount County. The population of Blount County in 2013 is 126,809 and
in 2017 will be 133,389.

Note to Agency Members: The Tennessee Department of Health, Division of Policy, Planning and
Assessment-Office of Health Statistics have finalized the population projections for 2010 to 2020
based upon the 2010 U.S. Census. All population projections set forth in the Tennessee State
Health Plan utilized in the Certificate of Need process will be based upon this latest population
series. The Tennessee Department of Health, Division of Policy, Planning and Assessment-Office of

DOH/PPA/...CON+#1305-015 Blount Memorial Hospital
Construction, Renovation, Expansion, and
Replacement of Healthcare Institutions



Projected Data Chart: The Projected Data Chart can be found on page 9 of
Supplemental 2. The applicant projects it will perform 2,543 scans in year one of
the project and 2,594 of year two of the project.

The applicant estimates an average gross charge of $3,020 in year one of the project and $3,135
in year two of the project. The average deduction will be $2,550.54 in year one and will be
$2,786.52 in year two, resulting in an average net revenue per procedure of $469.46 and $348.48
in each respective year. Therefore, while the number of procedures projected by the applicant only
increased 2% from year one to year two of the project the gross revenue increased 6% over the
same period and generated $452,330 in additional gross revenue from year one to year two of the
project. However, as the applicant demonstrates, net operating revenue less capital expenditures
actually went from $1,193,833 to $903,965 a decline of $289,868 or 24%. The applicant
documents its average charge in 2011 was $2,370 which was below the average charge for five (5)
of the adjacent hospital MRI providers at $2,691. The range was from $1,882 to $3,316 as noted
on page 23R of Supplemental 1. The average charge projected by the applicant in the second year
of the project will reflect an increase of $765 or 32% over the charge booked in 2011.

When one compares the historical trend lines at Springbrook using a 1.5T MRI during the previous
three years (2010-2012) net operating income less capital expenditures went from $1,289,308 in
2010, to $1,475,266 in 2011 and $1,456,751 in 2012. This represents an increase of 12.9% over
the three year period. The applicant did not address when, or if, the project will produce net
operating revenues less capital expenditures exceeding those experienced during the 2010-2012
time frame.

Note to Agency Members: The anticipated gross and net operating revenue generated by this
project is inextricably tied to its case mix and the number of procedures they can generate from
client referrals that they do not currently receive because they do not have the technology
represented by the proposed 3.0T MRI unit. The applicant did not estimate the number of clients it
had referred to other 3.0T MRI units because the existing 1.5T MRI unit lacked the ability to
provide sufficient detail, The Tennessee Department of Health, Division of Policy, Planning and
Assessment-Office of Health Statistics recommends that the applicant clarify the impact the new
3.0T MRI unit would have upon this potential patient cohort in order to better assess case mix and
service levels.

Also critical to these financial considerations is being able to provide enhanced MRI services to
potential clients that are obese (over 350 Ibs. up to 500 Ibs.) and/or potential clients that are
claustrophobic. They speculated that they turn away about 15 potential clients a month due to
these two factors. This would represent 180 clients a year. The Tennessee Department of Health,
Division of Policy, Planning and Assessment-Office of Health Statistics determined the
caseload/procedures are projected to increase by 50 in the first year of the project and by another
51 in the second year of the project. This would represent 78% of the obese and claustrophobic
cohort if the increase in the number of procedures is limited to the obese and/or claustrophobic
patient cohorts

Blount Memorial Hospital expects $147,376 of the project’s net revenue will be from
Medicaid/TennCare and $548,583 of the project’s net revenue will be from Medicare/Medicare
Advantage in year one of the project. The anticipated net revenue in the second year of the
project will be $146,248 from Medicaid/TennCare and will be $553,014 from Medicare/Medicare
Advantage. The Tennessee Department of Health, Division of Policy, Planning and Assessment-
Office of Health Statistics determined TennCare/Medicaid represents 12% of the net revenue less
capital expenditures in year one of the project and 16% in year two. Medicare/Medicare
Advantage, on the other hand, represents 46% of the net revenue less capital expenditures in year
one of the project and fully 61% in year two. However, in real terms, this represents only an
increase of $4,431 or 1% in the second year of the project.

DOH/PPA/...CON#1305-015 T Blount Memorial Hospital
Construction, Renovation, Expansion, and
Replacement of Healthcare Institutions



CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTHCARE:

The applicant, Blount Memorial Hospital, is licensed by the Tennessee Department of Health, Board
for Licensing Health Care Facilities (license number 0000000004) with an expiration date of April
15, 2014. No deficiencies were cited by the Tennessee Department of Health, Division of Health
Licensure and Regulation-East Tennessee Regional Office during its survey conducted on June 13,
2006.

The applicant is accredited by the Joint Commission for the Accreditation of Healthcare
Organizations according to the Tennessee Department of Health, Division of Heaith, Licensure and
Regulation-Office of Health Care Facilities with an expiration date of December 31, 2015. The
applicant provided a copy of the Accreditation certificate and the Letter of Transmittal. The Joint
Commission noted in its letter to Blount Memorial Hospital on January 23, 2013 that the hospital
had resolved the deficiencies regarding the Conditions for Participation for Medicare, specifically as
follows: 42 CFR 482.13 Patient’s Rights, 482.41 Physical Environment and 482.51 Surgical Services.

Blount Memorial Hospital reports it has contractual and/or working relationships with 21 different
agencies, managed care organizations, networks and other health care providers. A list of these
entities can be found on page 25 in Section III (1) of the CON application.

The Tennessee Department of Health, Division of Policy, Planning and Assessment-Office of Health
Statistics were not able to determine the potential impact of this project upon the cohort of cases
that were referred to other facilities to be imaged on a more advanced MRI such as a 3.0T MRI
unit. The staff also determined, based upon the applicant’s initial estimate that up to at least 180
obese and/or claustrophobic cases would be scanned using the new 3.0T MRI unit. These cases
had been referred to other providers that could accommodate these types of cases. The impact
upon those providers was not addressed definitively by Blount Memorial Hospital in this
application.

The staff available for this project is already in place and no new staff is proposed by the applicant
as noted on page 26 of the CON application. The current and projected staffing pattern can be
found also on page 26 of the CON application along with an analysis of the comparative salaries
based on data supplied by the Tennessee Society of Healthcare Human Resource Association. This
cannot be verified for accuracy by the Tennessee Department of Health, Division of Policy,
Planning and Assessment-Office of Health Statistics.

SPECIFIC CRITERIA FOR CERTIFICATE OF NEED

The applicant responded to all relevant specific criteria for Certificate of Need as set forth in the
document 7ennessee’s Health: Guidelines for Growth, 2012 Edition.

The Department of Health, Division of Policy, Planning and Assessment-Office of Health Statistics
will provide responses to Specific Criteria for Certificate of Need that address utilization, need, bed
data and other information maintained by the Department of Health. The narrative responses of
the applicant will not be repeated but can be found in the Certificate of Need Application and such
Supplemental material as provided by the applicant to the Health Services and Development

Agency.

CONSTRUCTION, RENOVATION, EXPANSION, AND REPLACEMENT
OF
HEALTH CARE INSTITUTIONS

1. Any project that includes the addition of beds, services, or medical equipment will be
reviewed under the standards for those specific activities.

The applicant fs replacing an existing 1.5T MRI unit with a new 3.0T MRI unit. The upgrade
does not require a Certificate of Need.

DOH/PPA/...CON#1305-015 -4- Blount Memorial Hospital
Construction, Renovation, Expansion, and
Replacement of Healthcare Institutions



24 For relocation or replacement of an existing licensed health care institution:

a. The applicant should provide plans which include costs for both renovation and
relocation, demonstrating the strengths and weaknesses of each alternative.

The existing site of the 1.5T MRI at the Springbrook Medical Center will not be closed. It will
continue to provide outpatient rehabilitation services, an occupational medicine clinic, a
family practice clinic, a pediatric practice and a wellness facility. X-ray capability will likely
remain at that site, as the applicant states in response to question 3 of Supplemental 2.

The project will involve the replacement of the existing 1.5T MRI unit with a 3.0T MRI unit.
The current MRI unit will remain operational at the Springbrook Medical Center until the 3.0T
MRI unit has been installed at the East Tennessee Medical Group site 1.6 miles away from
the existing site. The only renovation at the East Tennessee Medical Group site is the
renovation of the 883 square foot space for the MRI unit. The cost for the renovation of this
space is $347,000, as noted by the applicant in response to Question 11, Section C,
Economic Feasibility, Item 3 of Supplemental 2 (Note; no page number was given by the
applicant).

The applicant maintains the project will enhance the efficiency of the MRI services that
Blount Memorial Hospital provides by improving the imaging capabilities using a new 3.0T
MRI, increasing the bore of the new MRI from 60 cm to 70 cm and increasing the load
capacity from 350 Ibs. to 500 Ibs. The project, as noted on page 24R in Supplemental 1, will
enable the facility fo reduce its expenditures for its MRI imaging program by $375,421 in
year one of the project and by $212,450 in the second year of the project.

b. The applicant should demonstrate that there is an acceptable existing or projected
future demand for the proposed project.

The expected MRI utilization in year one will be 2,543 procedures and in year two will
be 2,593 procedures.

3. For renovation or expansions of an existing licensed health care institution:

a. The applicant should demonstrate that there is an acceptable existing demand for the
proposed project.

b. The applicant should demonstrate that the existing physical plant’s condition warrants
major renovation or expansion.

DOH/PPA/...CON#1305-015 -5- Blount Memorial Hospital
Construction, Renovation, Expansion, and
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